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From the 1956 Annual Report... 


@ 1956 sales reached a new high of $742,642,000 
compared with $696,5 38,000 for 1955. Net income 
was $45,122,000 or $6.63 a common share com- 
pared with $50,104,000 or $7.39 a common share 
for 1955. Earnings were the second highest in our 
history, despite substantial non-recurring charges 
resulting from the 34-day steel industry strike and 
our current large capital program of cost reduction 
and expansion. 


@ 1956 cash dividends of $2.50 a share on the 
common stock compared with $2.25 a share in 
1955. In addition, a 3% stock dividend was paid 
December 28, 1956. 


@ Ingot capacity should reach 7.5 million tons by 
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Plus 3% stock 1956 
5% stock 1949 


@ For a copy of J&L’s 
1956 Annual Report, write to 


515 Public Relations Dept., 
Pittsburgh 30, Pa. 


the end of this year. This is an increase of 14% over 
present capacity and 58% over our 1946 capacity. 


@ On December 19, 1956, announcement was made 
of the agreement to transfer the assets and business 
of Rotary Electric Steel Company to J&L. If the 
transfer is consummated, it will mark the entrance 
of J&L into the rapidly-growing stainless steel field. 


@ Our steelmaking plants operated at 97% of rated 
ingot capacity during 1956 against a 90% rate for 
the industry. 


@ The extensive capital programs of cost reduction 
and expansion should, by the end of the current 
year, place J&L in an excellent competitive position. 


@ We look for a satisfactory rate of operations in 
1957, and over-all prospects are quite encouraging. 


Jones & Laughlin 
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There are tires. 


WHAT’S HAPPENING AT GOODYEAR—No. 3 OF A SERIES 





... and Goodyear makes them all 


From kiddie cars to mammoth Army trucks, there 
are hundreds of diversified markets for tires. The 
leading manufacturer of tires for all these uses is 
Goodyear. At the end of 1956, our all-time produc- 
tion of pneumatic tires had passed the 700,000,000 
mark, 


Again in 1957, as in every single year for the past 
42 years, “More People Ride on Goodyear Tires 
Than On Any Other Kind”. For Goodyear research 
also leads the field. Vast new marketing opportuni- 
ties are opened up with each new Goodyear develop- 
ment, such as: 


Captive-Air tires that keep turning safely for 100 
miles or more after a blowout. 


Terra-Tires that enable heavy vehicles to cover all 
kinds of terrain. 


Aprit. 1957 


3-T Triple-Tempered Cord that makes Goodyear tires 
outstandingly strong and durable. 


Important as they are, tires represent only about 
60 per cent of Goodyear’s total volume. The rest in- 
cludes industrial rubber goods . . . aviation and air- 
craft products .. . foam products, films and flooring 

.. chemicals . . . metal products 
...and many more, for steadily growing world-wide 
markets. 


. shoe products . . 


TODAY ... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Captive-Air, Terra-Tires 1.M.'s The Goodyear Tire & Rubber Company, Akron, Ohio 
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Low-cost Natural Gas: Serving Homes 





















































in 7 States...in 7 Different Ways 


Natural gas provides seven conveniences for “‘better 
living’’ in America’s Heartland; for cooking, water 
heating, clothes drying, refrigeration, home heating, 
air conditioning and incineration. 


Because natural gas does so much for so little— 
three million families served directly and indirectly 
by the Columbia Gas System are using more of it to- 
day than ever before. No other section of the country 
uses so much of this clean, efficient, economical 
fuel per family. 

Today, Columbia’s modern gas families in the 
Heartland states of Pennsylvania, Ohio, West Vir- 
ginia, Kentucky, Virginia, Maryland and New York 


—use twice as much gas as they did a decade ago. 
And they will require more and more natural gas as 
the years go by. 


For example, the number of Columbia’s house- 
heating customers has nearly tripled since World 
War II; and 95% of all the new homes being built in 
the part of the Heartland served by Columbia Gas 
System will heat with natural gas. 


Columbia Gas System has grown over the years to 
meet its customers’ needs—and Columbia must con- 
tinue to grow to meet the still increasing energy 
requirements of the dynamic region it serves—with 
low cost natural gas! 


serving homes and industry in America’s Heartland 





THE COLUMBIA GAS SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central 
Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation—COLUMBUS 
GROUP: The Ohio Fuel Gas Company—PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Columbia Gas of 
New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 
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) The Community Foundation 
Four estate planning situations for its use 


| Short Term and Controlled Trusts 


Corporate Trusteeship 
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Second largest of five 
major constructions of the Southwestern 
Puerto Rico project, the Lucchetti dam can 
store 20,800 acre feet of water for power 
and irrigation. This is one of the many 
great projects which have brought about 
the amazing socio-economic development of 
this tropical American territory, collectively 
known as Operation Bootstrap. What had 
been an island of natural beauty and social 
contrasts has become a new land of oppor- 
tunity for the varied and skilled local labor 
and for expanding industries and irrigated 
farms, under expert financial and political 
leadership. 
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IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


National 


Trust 


COMPANY LIMITED 





20 King Street East 
Toronto, Canada 








Montreal Hamilton Winnipeg 
Edmonton Vancouver Victoria 
Calgary 





Assets Under Administration 


Exceed $568,000,000 
Annual Report on Request 

















SOTHEBY'S of LONDON 


Established 1744 


~~ 


The world’s oldest and today 
most widely experienced 
AUCTION HOUSE 
for pictures, works of art, silver, 
furniture, porcelain, books 
and manuscripts. 


~~ 


Season’s turnover 
1955/6: $6,340,500, of which 
10% were U. S. consignments 

which can now be 

PAID IN DOLLARS. 


~ 


Full particulars of 
low commission terms, 
(10%-15%) 
and specimen catalogues, 
on application to 
34 New Bond Street, London 


New York, 61 Broadway 
(Bowling Green 9-0765) 
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Why it will pay your 
bank to get our 
portfolio counsel 








Bankers from Bangor to Berkeley are 
practically neighbors today. No busi- 
ness—no thinking—is purely ‘‘local’’ 
anymore. So it is that every bank’s in- 
vestment portfolio, however large or 
small, can benefit from outside, objec- 
tive review. 

By finding the right source of sound 
advice, you can keep your bank’s spe- 
cialized investment problems in proper 
perspective—your portfolio in balance. 
This is where our 75 years of experience 
in investment counsel can help you. 

Periodic portfolio counsel by the 
Harris has provided the answer for a 


HARRIS Trust @5 


growing number of correspondents 
across the nation. When you avail your- 
self of this service, here is the help you 
can expect: 

Our team of investment specialists re- 
views your portfolio not only in terms of 
your local situation—but in the light of 
their total experience and knowledge of 
government securities, corporate, and 
municipal investments. As a result, their 
recommendations are based on a breadth 
and depth of analysis that is unusually 
helpful. 

Does this sound like the kind of ob- 
jective counsel your bank can use? 
Write for a copy of our booklet, ‘“‘Your 
Correspondent Bank in Chicago.” It 
gives details about portfolio counsel and 
all the other services available to Harris 
correspondents. 





and Savings BANK 


Organized as N. W. Harr 


115 W. MONROE STREET 


Member Federal Reserve System . . 


188 ated 1907 


CHICAGO 90 


. Member Federal Deposit Insurance Corporation 
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ANNUAL BANK REPORTS SHOW TRUST SERVICE house in order. But they also realize that 








expanding in a surprising variety of ways. Death and Taxes are the Two Great Nega- 
The provision of meaningful statistics by tives, that the objectives are good living 
more trust institutions at last makes pos- for the estate owner and for the estate 
sible a tabulation of growth and earnings inheritors. Those who approach Estate 
that gives indication of where the busi- Planning with the prime objective of sav- 
ness is headed and what have been the ing taxes may be repeating the old penny- 
costs and rewards of a very laudable wise, pound-foolish theme......The 90 Day 
progress. AS the summary at page 409 Wonders, whether in fiduciary or military 
shows, agency work — particularly invest- service, have much to offer — and much to 
ment management or advisory — is becoming learn. Perhaps their path, as well as 
widely appreciated, at least in invest- that of potential estate-planning cus- 
ment-conscious communities. Behind-the- tomers, would be made both smoother and 
print comments show a growing practice of more direct-to-home if banks would keep 
crediting the trust department for the on or take on trust officials, who have 
costs of servicing portfolios of the bank- retired under pension rules, to work out 
ing division's correspondents. Employee carefully each prospect's plan and at the 
‘| benefit trusts are extending beyond big Same time train the next generation of 
)| city limits, and encompassing Supplemental estate analysts in the spiritual as well 
\ Unemployment plans as well as pension and as temporal (or temporary) values of put- 
1 profit sharing trusts. Many references are ting a life's savings to the best uses. 


|| also made to services performed for muni- 
) cipal agencies and under charitable or 

iP civic trusts. Estate planning, in coopera- 
» tion with attorneys, life underwriters and 4 
| accountants (even for the benefit of the FOPTOSOULOS COFHPSFOLS SLOSe, SCCOrTERE + 


" ; : = " 
testator's later years) accelerated the ee aaa ae wd 1955 D ws 1 t 
creation of immediate business for all, as Ons eee y . ee, ee ee 


| well as better planned wills in the future Of the 56,669 returns — up 260% over ten 


file years before — the 24,997 taxable returns 


GROSS ESTATES FOR WHICH FEDERAL ESTATE 
TAX RETURNS were filed in 1954 aggregated 
$7.4 billion, of which $3 billion or 40% 





ESTATE PLANNING HAS BECOME SUCH A 
SCIENCE that its practitioners may be 
losing the art of doing it with proper 
consideration of the frequently "forgotten 
man” — the creator of the estate. While 
alive he deserves more than a Decent Bur- 
ial and Plan for His Survivors. He may, 
by some quite selfish but frail human 
trait, wish that a portion of his material 
acquisitions might assure his own inde- 
pencence and even pleasure in those later 
yee’sS when he is put out to pasture, or 
} liks many others, economically disabled... 
) Lite Insurance experts have, commendably, 
becn emphasizing the good things that can 
be enjoyed by those who save via premium 


COMPOSITION OF GROSS ESTATE 


MISCELLANEOUS PROPERTY 







LIFE INSURANCE 


pees 3% MORTGAGES AND NOTES 


























5 Pavnents. They recognize that proper GROSS ESTATE $7.4 BILLION 
| Es\ate Analysis is often the best approach 
id a t elping a client put his financial From “Statistics of Income for 1953”—Treasury Dept. 
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reported gross estates of $6.3 billion 
which paid $869 million in taxes, less $90 
million in credits for state and foreign 
death taxes and Federal gift taxes. (For 
details on estate, gift and income tax- 
ation see p. 336.) 


ASSETS OF SELF-INSURED PENSION FUNDS 
INCREASED by $2.1 billion (book value) 
during 1955, according to a study just re- 
leased by the SEC. At the end of that year, 
book value was $14.2 billion while market 
value, available for the first time in this 
survey, Stood at $15.9 billion. Of the 
latter figure, 30.2% represented common 
Stock, including 5.9% for securities of 
the employer, with one company responsible 
for a large part of this. Common stock 
market value exceeded book value by 53% 
and 115%, respectively, for other securi- 
ties and own company. On the basis of book 
value, common stock represented only 20.8% 
of the total. Preferred stock accounted 
for 3.3% and corporate bonds 44.6%, the 
latter averaging about 98% of book... 
These funds, representing all corporate 
pension plans except those administered 
by insurance companies, purchased on bal- 
ance $610 million of common stock in 1955, 
up $20 million from the previous year, and 
more than double the 1951 amount. Actual 
purchases in 1955 amounted to $860 mil- 
lion, being 29% of net receipts, as 
against 31% in 1954. (See further comment 
in Pension Digest, p. 387.) 


ASSETS IN 228 COMMON TRUST FUNDS at the 
year-end reached $1,960,000,000, a growth 
of $105,800,000 in twelve months. Their 
investments include holdings in the com- 
mon stocks of 641 companies. (For full 
Story see p. 365.) 


THE CRITERION FOR SUCCESS in application 
of thought, labor or capital is the meet- 
ing of a sufficient demand for the re- 
sultant product or service. Some meet a 
meteoric and temporary acceptance, like 
Some TV personages. Others fulfill basic 
needs and demand increases in close rela- 
tion to population. Still others, like 
Water, seem.to have an adaptability that 
makes them of increasing benefit as both 
population and the economy progress. But 
when the citizens of a modern metropolis 
have to pay $1 for four gallons of potable 
water, and it becomes economically feas- 
ible to pipe Lake Erie water to eight 
counties around Cleveland and Akron, at a 
preliminary reservoir and pipe outlay of 
$65 million, we realize that Water is big 
business. What its supply to our expanding 
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population and economic usage means to in- 
vestors is suggested in the study pre- 
sented at page 357. 


FIRST MAJOR NEW YORK BANK TO HAVE ITS 
MAIN PERSONAL TRUST DIVISION in the mid- 
town area will be The Hanover Bank, whicn 
has just signed an agreement for a long- 
term lease in the new Astor Plaza pro- 
ject. (Photo and story at p. 344.) 


FEW COMMON TRUST FUNDS WERE STARTED in 
the past year, primarily because of the 
penalty incurred under the Capital Gains 
Tax. Equities bought years ago (whether by 
the trustee or a new trustor) often have 
such a substantial increase in market 
value that many fiduciaries hesitate to 
liquidate them either to enter in a new 
fund or add to one with high market gains. 
We have commented on the extremely bad 
economics of a tax that freezes investment 
money by imposing a certain 25% charge on 
any change......But the trustee who does 
not put that consideration in second place 
can be in for a rough time, for even such 
a penal tax cannot justify the holding of 
a stock whose prospects do not measure up 
to standards. As one astute trust official 
commented: "One of the important advan- 
tages we derived from establishing a Com- 
mon Trust Fund in a "high" market (1955) 
was that it forced us to look very criti- 
cally at every account holding and ask 
two questions. Would those stocks which 
had high gains be able to keep 25% ahead 
of the parade — and what had held back 
those with no gain tax problem?".......It 
is not necessary, and often unjustifiable, 
to fully liquidate an individual trust's 
stocks so as to put it wholly in a Common 
Fund. But where it would benefit the 
trust to participate even part of its as- 
sets, the sooner the start is made the 
better. 


A RECORD NET INCREASE IN QUALIFICATIONS 
OF PENSION, profit-sharing and stock bonus 
plans for tax exemption was established in 
1956. The figure of 4,944 is more than 17% 
above the prior peak of 4,204 set in the 
year ended June 30, 1954. Roughly 60% 
(3,175) of newly qualified plans were of 
the pension type, which suffered 192 
terminations during the year. The profit- 
Sharing category showed 2,055 new plans 
and 110 terminations; stock bonus plans 
17 new and one termination. It is esti- 
mated that approximately 35,000 retirement 
plans were in effect at the beginning of 
1957. 
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SOUTHERN CALIFORNIA EDISON COMPANY 


Earnings per Common share were $3.39 compared with $3.22 per share on a lesser 
number of shares outstanding at the close of 1955. A milestone in the Company’s 
continued growth was reached late in the year when its total plant account passed 
the $1,000,000,000 figure. The successful promotion of domestic sales under a 
vigorous program adopted in 1955 to persuade domestic customers to live better elec- 
trically was responsible for an increase in their average annual kilowatt-hour use 
30% higher than the increase registered in either 1954 or 1955. 

We recognize that ours is a continuing responsibility to the dynamic growth of 
the communities we serve. We shall continue to devote ourselves to the attainment 
of even greater objectives and in promoting community well-being and that of our 


customers, employees and investors. 


PRESIDENT 





REVENUE & SALES... Gross revenue was $1,014,315,652. Additional generating 


$196,446,248 or 10.5% over 1955. Net 
income increased 14.1% to $33,285,658. 
Kilowatt-hour sales increased 11.1% in 1956. 


FINANCING ... New money aggregating 
$93,040,960 was obtained during the year 
from the sale of 1,200,000 shares of Cumu- 
lative Preferred Stock, $40,000,000 of 354% 
First and Refunding Mortgage Bonds and 


capacity amounting to 350,000 kilowatts has 
been completed. Further capacity totaling 
1,150,000 kilowatts is presently under con- 
struction or on order. 


GENERATION ... Electric energy transmitted 
increased 12.2% to over 13.8 billion kilowatt- 
hours. System peak demand was 2,504,000 
kilowatts, an increase of 9.6% over 1955. 


f tock. 
immaess CUSTOMERS... The 83,718 additional meters 
PLANT EXPANSION ... Electric plant invest- connected in 1956 were second only to the 
ment increased $99,122,643 during 1956 to 86,899 added in 1955. 


OUTHERM CALIFORy, | 





CONDENSED CONSOLIDATED BALANCE SHEET 
December 31, 1956 


ASSETS LIABILITIES 
ELECTRIC PLANT . .$1,014,315,652 STATED CAPITAL AND SURPLUS .$ 438,544,996 
INVESTMENTS AND OTHER ASSETS 9,173,567 LONG TERMDEBT .... . . 405,069,600 
CURRENT ASSETS ..... . 73,807,062 CURRENT LIABILITIES . . .. . 69,111,067 
DEFERRED CHARGES .... . 4,179,555 DEPRECIATION RESERVE . .. . 169,039,312 
CAPITAL STOCK EXPENSE. . . . 3,127,729 OTHER RESERVES AND LIABILITIES 22,838,590 
TOTAL ASSETS . . .$1,104,603,565 


TOTAL LIABILITIES . .$1,104,603,565 











SOUTHERN CALIFORNIA EDISON COMPANY 


EDISON BUILDING + 601 WEST FIFTH STREET «+ LOS ANGELES 53, CALIFORNIA 

















Four Family Situations for Using 


The Community Foundation 


ERHAPS THE MOST DRAMATIC INCI- 

dent of private property is its de- 
scent to others upon the death of its 
former owner. The transfer of wealth 
from the dead to the living is inevitable 
as long as the institution of private 
property endures. 

How property shall descend is for the 
law to decide; but ordinarily it offers 
the owner a free choice. If he fails to 
elect, the law distributes it according to 
established rules of descent that must be 
impersonal and general and made to fit 
the Blood relationship, 
aside from marriage and adoption, is the 
single criterion which the law adopts: 
and it is probably the only practical one 
available. But it is a poor substitute for 
individual choice. 


average Case. 


Recognizing the inadequacy of gen- 
eral treatment for individual cases the 
law of a free state gives to its citizens 
the right to dispose of their property 
at death largely as they see fit. Sir 
Henry Maine has said that this power 
is second only to the contract in its 
effect upon human society. It has been 
estimated that the entire private wealth 
of the world changes ownership by rea- 
son of death about once in every seven- 
teen years; and most of it is subject to 
the will of its former owner. How he 
proceeds is not only of deep significance 
to society, but also is a revealing indi- 
cation of the man himself. In life the 
accumulation and use of property have 
centered around the individual and his 
personal gratifications. In his will he 
records his concern for those who come 
after. 


No limitations of consanguinity con- 
trol the testamentary power as in intest- 
acy. for blood has no compelling force 
upon one who makes a will. In death as 
in life his impulses are ordinarily de- 
termined by affection. It happens most 
often, therefore, that a testator makes 
first provision for the members of his 
family to whom he is tied by genuine 
affection. This is as it should be, for 
charity begins at home. 


But provision for one’s family is not 
a universal solvent. There are many sit- 
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Mr. Headley, cur- 
rently Director of 
The Saint Paul 
Foundation and 
Chairman of the Na- 
tional Committee on 
Community Founda- 
tions, is former Pres- 
ident of First Trust 
Company of Saint 
Paul. He has been 
President of the American Bankers Associa- 
tion Trust Division and an outstanding con- 
tributor to the literature and philosophy of 
the trust business. 








uations where it affords no available or 
satisfactory method for the disposition 
of property. Then a testator is put to 
other choices and is presented with 
other opportunities. The more import- 
ant of these situations require special 
consideration. 


Four Types of Situation 


The first is that of the person who 
has no immediate family. If he leaves 
no will his net estate, after taxes, will 
go to his “heirs at law.” The benefici- 
aries may be individuals for whom he 
has no particular affection or with 
whom he has little, if any, acquaintance. 
They will have done nothing to have 
earned a windfall and he will have 
missed the chance to direct his life’s 
accumulations into channels of his own 
selection. To allow the law to take its 
course seems a meaningless surrender of 
the high privilege of choice unless the 
rules of descent happen to accord with 
the considered desires of the decedent. 


If a person without an immediate 
family makes a will he is still confronted 
with peculiar problems. To leave his es- 
tate to his “heirs at law” will accomplish 
nothing more than the law would do for 
him, and will have all of the limitations 
and objections of intestacy. To give it 
outright to a friend has an element of 
choice which is determined by affection, 
but is seldom wholly satisfactory. The 
sentiment is for the individual and ordi- 
narily does not extend to his family and 
friends. It can be fully satisfied by a 
life estate for the friend without sur- 


rendering the choice of ways for its 
subsequent disposition upon the friend's 
death. Many people dislike to think 
that their property may someday enrich 
individuals who are strangers to them 
both in blood and affection. They prefer. 
when the possibilities are called to their 
attention, to give remainder interests in 
ways which seem to them wise and re- 
warding. 

A second situation where special prob- 
lems arise is that of a man with a wife 
he has a compelling affection. His first 
concern is to provide generously for his 
wife. but beyond that he feels little, if 
any, responsibility for particular indi- 
viduals. He recognizes that if he leaves 
his property outright to her it will go 
upon her death to her legatees or heirs 
rather than to his. He recognizes, too, 
that unless he provides adequate man- 
agement for his property his wife will 
be required to assume an unfamiliar 
burden and will be exposed to the risks 
of inexperience in the care of invest- 
ments. 


Under these circumstances, where 
well informed, he frequently makes use 
of the flexible trust device. He leaves his 
property in trust with competent trus- 
tees, to assume the responsibilities of 
management and to pay the income to 
his wife for life, with such additional 
amounts from principal as her circum- 
stances and condition may require. As 
to the residue, his problem becomes 
identical with that of the man who has 
no family; and the considerations and 
solutions may be much the same. 


A third situation where uncertainty 
as to the disposition of property may 
exist is upon the happening of a con- 
tingency. Named beneficiaries may all 
die as the result of a common accident: 
or children who are the remaindermen 
of a trust may not survive to receive 
the principal upon the death of a Jife 
beneficiary; or other events may occur 
which upset the best laid plans. A care- 
ful planner will provide for possible 
though unexpected contingencies. 


A fourth situation is that of the per- 
son with a wife and family whose | 
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tune is such that he can provide gener- 
ously for them, and still have a wide 
margin for other uses. Or they may al- 
ready have fortunes of their own. To 
add to their wealth may impose a burden 
rather than a benefit; and, in any event, 
will be difficult to accomplish. Govern- 
ment will first take a large part through 
estate and inheritance taxes, and the 
amount reaching the heirs will be rela- 
tively small. The yield from the inheri- 


» tance will be added to an already large 
» income and will be taxed in the highest 


applicable brackets. The principal, upon 
death, will again be subject to the ex- 
penses of administration, and if given 
to individuals, will be further reduced 
by recurring death duties. The ultimate 
uses to which his fortune is put will be 
determined by government or others. 


Social Concern 


In the solution of these problems 
thoughtful testators naturally turn to the 
welfare of people in larger groups. They 
are not satisfied with erecting pyramids 
to their own glory nor in leaving hard 
won estates to a few individuals merely 
because they happen to fall into the line 
of consanguinity. They want to associ- 
ate their lives and accomplishments 
with something of permanent worth and 
enduring significance. They look for 
ways which will give meaning to what 
remains; and they find them in the 
service of mankind. Affection for indi- 
viduals is expanded into a concern for 
people in social groups or for the com- 
munity as a whole. 

The greatest project of humanity is 
its own promotion and improvement. 
Individuals come and go, but the race 
lives on. Its progress depends upon the 
contributions of successive generations 
and in that everyone can have a part. 
To ally oneself with this timeless pro- 
ject adds an element of immortality to 
the individual and brings to him a 
sense of having had a share in the per- 
petua! human drama. 


Sharing in human welfare is called 


charity, a term broad enough to include 
all gifts for human betterment. Charity 
has always had a large element of com- 
passion about it but the relief offered 


is ne 


limited to doles for the indigent 
and 


askets for the poor. It concerns 


itself also with the causes of human 
frustrations and disorders, and directs 
its e’ orts toward their removal. It min- 
ister ‘o those in distress, but in addition 
it at) mpts to avert distress by removing 
the -aterial and moral barriers which 
proc ce it. This is charity in its modern 
sens [t is the greatest of the virtues. 
Apr. 1957 


A consciousness of social responsi- 
bility is permeating the lives of individ- 
uals in all walks of life as never before. 
It is apparent in the greatly increased 
participation of business corporations in 
social and cultural progress. An ad- 
vanced and prosperous society provides 
an expanding market for goods; an edu- 
cated citizenry furnishes the leadership 
upon which sound progress so largely 


depends. 


Yet it is not enlightened self-interest 
alone which induces this activity for hu- 
man welfare. The personal satisfactions 
of businessmen and of all who labor 
often come as much from the sense of 








IN U.S. AVIATION 


On August 1, 1909, a young man 
wheeled a flimsy contraption of 
bamboo, wire and fabric from an 
abandoned church in Santa Ana, 
near Los Angeles. After a shaky 
take-off, the plane flew. The young 
man’s name was Glenn Martin. 

This event in early aviation 
history occurred six years after es- 
tablishment of the Trust Service of 
this Bank. Today, nearly 50 years 
later, Southern Californians still 
think of Security-First for trust 
needs. 


A DRAMATIC ‘FIRST’ 


having had an important part in the 
world’s work as from the financial re- 
wards. Likewise the possessors of inher- 
ited fortunes are apt to think less than 
they once did of the selfish privileges 
which they afford and more of the social 
responsibilities which they impose upon 
them. Charity is no longer a genteel 
condescension. Its requirements cannot 
be met with the crumbs which fall from 
the tables of the well fed. It has become 
a field for social engineering of a high 
order and a place for the profitable in- 
vestment of capital funds. 


But social progress is not the concern 
only of men of wealth and of large cor- 
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porations. People at all economic levels 
share in the common enterprise as they 
can, through gifts to community funds 
and national and local agencies, and 
through the investment of time and 
skills in social programs. This broad 
sharing in human progress is of tre- 
mendous significance both in the num- 
ber of people who participate and in the 
aggregate amount of their contributions. 
It may well be the saving factor against 
state socialization of charity in this 
country. To the extent that social re- 
sponsibilities are privately assumed it is 
the less likely that they will be imposed 
from above. Where the work is well 
done through private enterprise the in- 
terposition of government will not be 
wanted nor required. 


The Community Foundation 


It is in this conjunction of circum- 
stances that the Community Foundation 
movement throughout the country offers 
its services. It is aware of the irrepress- 
ible demand for social and cultural 
standards of living commensurate with 
the general prosperity, and it welcomes 
it as an evidence of spiritual progress. 
It observes a growing disposition on 
the part of people to assume individual 
responsibility for the common good; 
and notes special situations where this 
can be done without neglect of personal 
obligations. It believes that, to maintain 
individual freedom and our creative 
way of life, the demand must be met in 
large measure through private initiative 
and support. It is convinced that private 
giving for the common good presents to 
many people the most attractive oppor- 
tunity available for the permanent in- 
vestment of their lives and fortunes. 


Sponsorship of community founda- 
tions ordinarily has come from a group 
or groups within the community itself 
such as the Chamber of Commerce, the 
Bar Association, the combined banks, 
the Community Chest and committees of 
social agencies. These local groups have 
looked upon the community as an entity 
which commands the loyalty and often 
the affection of its inhabitants. They 
have believed that, if administrative 
machinery were readily available, many 
in the course of time would prefer to 
make gifts for the good of the home 
community than to allow property to 
descend by default or to give it in less 
meaningful ways. 

The idea of a foundation with com- 
munity welfare as its objective was con- 
ceived by the late Frederick H. Goff, of 
Cleveland, and the first community 
foundation was established in that city 


in 1914. It now has funds of approxi- 


mately $20,000,000 and annually makes 
distributions of about $750,000 to so-ial 
agencies within the city. Now there are 
something over a hundred such founda- 
tions in this country and Canada with 
combined capital resources in the neigh- 
borhood of $175,000.000. The aggrezate 
continues to grow as gifts subjeci to 
life estates become available and as wills 
which have adopted the Plan become 


operative. 


How the Plan Operates 
Two problems inevitably _ present 
themselves to anyone contemplating a 
perpetual foundation for charity. One 
involves the preservation and manage- 
ment of funds, and the other the wise 
employment of income through a limit- 
less but changing future. Innumerable 
charities in the past have been ship- 
wrecked on one or the other of these 
rocks. Endowment funds for charitable 
purposes too often have been dissipated 
as the result of neglect, inexperienced 
management or misappropriation, or 
have been consumed in current opera- 
tions. 


The second problem is one of use. 
The preservation and productive man- 
agement of funds provides the potential 
but unless it is intelligently directed the 


power does little good. The income from | 


charitable funds must be kept in useful 
channels. This is not easy in a changing 
world; nor has it always been accom- 
plished. Needs which once seemed im- 
perative have disappeared but the foun- 
dations which were established for their 
relief continue on as living ghosts of a 
dead past. There have been foundations 
to aid runaway slaves, to redeem per- 
sons captured by pirates, to provide 
watering troughs for horses, to help 
pioneers going west in covered wagons. 

The objects of relief have gone. but 
the foundations run on though they no 
longer serve a useful purpose. Some 
have reverted to the heirs of the donors, 
some have been directed to other uses 
through the legal doctrine of cy pres. but 
many continue to support projects which 
have long since become meaningless. 
Fortunate investments sometimes have 
multiplied a small charity into the mil- 
lions while those whom it was intended 
to serve, sailors before the mast. ap- 
prenticed journeymen, unwanted or- 
phans, the worthy poor, have diminished 
in number or their needs have been met 
in other ways. 

On the other hand, some needs have 
grown far beyond the power of a foun- 

(Continued on page 395) 
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Whenever vou need dependable, prompt, effective an- 
cillary services in I[llinois, call on City National Bank 
and Trust Company of Chicago. Banks and trust 
companies throughout the Midwest and the Nation 
value the quality of our ancillary administration. Write, 
phone FRanklin 2-7400—or use The Bank Wire. 
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Final Regulations on Income Taxation of 


NHORT-TERM AND CONTROLLED TRUSTS 


pay FINAL TREASURY REGULATIONS* 
on income taxation of short-term 
and controlled trusts differ only slightly 
from the proposed Regulations and none 
of the changes affects the complete and 
excellent discussion of the Proposed 
Regulations by Henry Cassorte Smith 
in the July, 1956 issue. Therefore, this 
article will merely supplement that 
article. 


Attribution of Income 


The final Regulations! point out that 
where the grantor owns a portion of 
the trust, such as “an interest in or a 
right to an amount of corpus only, a 
fraction of each item (including items 
allocated to corpus, such as capital 
gains) is attributed to the portion.” 
Thus, if the grantor has a right to with- 
draw at any time amounts aggregating 
a total of $50,000 from a trust whose 
corpus is valued at $250,000 on Jan- 
uary 1, 1957, then $50,000/250,000 or 
1/5th of the capital gains would be at- 
tributed to and taxed to the grantor 
even if he had no reversionary interest 
in the trust corpus. In addition, 1/5th 
of the ordinary income, deductions and 
credits would be attributed to the 
grantor.” 


It is obvious that if capital gains are 
taxable to the grantor because of a re- 
versionary interest in the corpus, then 
possession by the grantor of the addi- 
tional power to withdraw from the cor- 
pus a suflicient amount to pay the 
grantor’ individual capital gains tax 
thereon does not itself subject the grant- 
or to any additional tax or attributes of 
ownership. Having already been taxed 
as receiving the “whole” of the capital 
gains, subject to accumulation during 
the term of the trust, the power to draw 
down a part of the accumulation to pay 
the tax thereon is not an additional 
power over ordinary income of the trust 
which would itself cause that income to 
be taxed to him.* 

*Adopted on December 19, 1956 by T.D. 6217. 

1Sec. 1.671-3 (a) (3). 


*Sec. 1.671-3(b). 
§Sec. 1.671-3 (b) (2). 
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Adverse Party 


An adverse party is defined as any 
person having a substantial beneficial 
interest in a trust, What is a substantial 
interest? The Final Regulations answer 
this query by stating “an interest is a 
substantial interest if its value in rela- 
tion to the total value of the property 
subject to the power is not insignifi- 
cant.”* Thus, if the individual holding 
the power were a contingent remainder- 
man of the entire corpus and the actu- 
arial value of his interest was, say 10%. 
he would apparently be considered an 
adverse party with respect to the entire 
corpus as (1) his interest is not insig- 
nificant, and (2) it relates to the entire 
corpus. 

However, if he were a vested remain- 
derman with respect to only a portion 
of the corpus, then he would be consid- 
ered an adverse party with respect only 
to that portion. For example, if the in- 
come of the trust was payable to A for 
life, and upon A’s death the corpus is 
to be divided into three parts, one pay- 
able to A, B and C, and the grantor 
may revoke with C’s consent, then C 
is an adverse party with respect to only 
a 14rd portion of the trust and 24rds 
are currently treated as taxable to the 
grantor because of the power of revoca- 
hon.” 


4Sec. 1.672 (a) -1. 
5Sec. 1.672 (a)-1(b). 


Term of the Trust 


In addition to a reversion to ihe 
grantor after 10 years commencing with 
the date of transfer in trust, or afier 
the death of the income beneficiary, the 
Regulations enumerate other permissible 
terms.® They include: 

(1) On or after the death of the 
grantor (or any person other than the 
income beneficiary), if the life ex- 
pectancy of the grantor (or other 
person) is 10 years or longer, or 

(2) On or after the death of the 
grantor (or other person) or upon the 
expiration of a specific term if both 
the life expectancy and the specific 
term are 10 years or longer, or 

(3) On or after a combined chari- 
table beneficiary term and an individ- 
ual beneficiary term aggregating 10 
years or longer. 

These permissible terms give great 
flexibility in meeting immediate family 
needs while at the same time protecting 
the possible needs of other family mem- 
bers in the event of the premature death 
of the grantor or another person whose 
earned income permits temporary trans- 
fers of investment income. 


Discretionary Trusts 


Another means of achieving the same 
flexibility to meet possible changing con- 
ditions is to establish a “spray” type 
trust with an “independent trustee” as 
defined by Section 674(c). The spouse 
of the grantor can be included among 
the beneficiaries even though it is not 
anticipated that income would be dis- 
tributed to him or her unless there were 
a premature death or adversity which 
reduced the income of the grantor and, 
thus, increased the need of the grant- 
or’s spouse. It is obvious that in the 
years that the trustee did distribute in- 
come to the grantor’s spouse that there 
would be no income tax savings to the 
grantor while alive. However, at that 
time tax brackets would also have been 
reduced. This application is particu! srly 
useful where the family circumsta:°es 
are marginal insofar as advising ‘¢ 
creation of a trust or the income 0! th 


®Sec. 1.673 (a) -1. 
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gran'or is cyclical—high one year and 
low {ne next. 

If ‘amily instead of independent trus- 
tees «re desired, then it is possible under 
Section 674(d) to name the spouse 
among the beneficiaries entitled to the 
income if the “spray” type power (to 
distribute, apportion, or accumulate in- 
come to or for a beneficiary or benefici- 
aries) is limited by a reasonably defi- 
nite standard. Likewise, corpus may be 
distributed to the spouse if the power 
is also limited by a reasonably definite 
standard. In this type trust, neither the 


It should be noted that the power to 
make corpus distributions by an “in- 
dependent trustee” is similar in word- 
ing to that permissible power for any 
person contained in Sec. 674(b) (5). 
Thus, it would appear that the invasion- 
ary power of an independent trustee 
must similarly be limited to beneficiaries 
of the trust, including remainderman, 
and cannot extend to persons not other. 
wise beneficiaries cf the trust. 


Support Trusts 


Under Section 677(b), income paid 
or applied for support or maintenance 
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Estate Planning Council 
Activities 

San Francisco — At the March 20 
meeting, the subject of “Minors in Es- 
tate Planning” was effectively covered 
by a panel consisting of: James Lawry, 
life underwriter; Carter Thatcher, 
C.P.A.; Julian Stern, attorney; and W. 
W. Denny, trust officer. The use of trusts, 
wills aud insurance to guide as well as 
protect the future of children was the 
theme of the discussion. 


Chicago — At the March 6 meeting, 
John K. Langum, economic consultant, 
spoke on “What’s Ahead for the Amer- 
ican Economy.” 

Des Moines — At the March 4 meet- 
ing, Professor Willard L. Boyd, S. U. I. 
College of Law, spoke on “Powers and 
Duties of Estate Representative under 
Iowa Law.” 

St. Louis — At the March 5 meeting, 
Lucas S. Miel, president, Commercial 
Steel Treating Corp. of Detroit, spoke 
on “What Should Business and Profes- 
sional Men See In Profit Sharing To- 
day?” Mr. Miel, who has served as na- 
tional chairman of The Council of Profit 
Sharing Industries, emphasized the po- 
litical and economic aspects of profit 
sharing which compel businessmen to 
see the need for an ever-expanding 
number of such plans in our economy. 


Dayton -—— The March 20 meeting 
heard an address on “Estate Planning 
Problems in 1957” by Robert J. Law- 
thers, director of benefits and pension 
business, for the New England Mutual 
Life Insurance Co. 


Philadelphia—At the March 20 meet- 
ing, David Stock, Esq., specialist in tax 
and estate practice and a member of 
the New York, Pennsylvania and IIli- 
nois Bars, spoke on “Split-Dollar Insur- 
ance and Certain Other Benefits for Ex- 
ecutives Some Recent Develop- 
ments.” 


Pittsburgh — The March 12 meeting 
heard Vincent B. Coffin, senior vice 
president, Connecticut Mutual Life In- 
surance Co., speak on “Market Prospects 


for Life Insurance and the Relation to 
the Trust Field.” 


Rhode Island — At the March 11 
meeting, Harry S. Redeker, Esq., gen- 
eral counsel of Fidelity Mutual Liability 
Insurance Co., spoke on “The Split Dol- 
lar Idea.” 


Fort Worth — At the March 19 meet- 
ing, Joe C. Stephens, Jr., Esq., discussed 
the subject, “Is Life Insurance Property, 


and If So. Whose?” 


Richmond — At the March 11 meet- 
ing, Harry E. Cassidy, Examiner of 
Questioned Documents, spoke on “A 
New Profession.” He pointed out that 
a holographic will should not be too 
brief as short writings are more sus- 
ceptible to successful forgery. Moreover, 
extremely short wills by prominent men 
tend to persuade the ignorant layman to 
try his hand at it. The phrase “A New 
Profession” had been applied by Dean 
Pound of the Harvard Law School to 
the type of work the speaker is now 
engaged in, and most of the address 
dealt with discussion of specific docu- 
ments illustrated by slides. 


A A A 


Florida Trust Division 
Supports Trust Film 


Henry Toland, vice president and 
trust officer of Exchange National Bank, 
Tampa, was advanced to the chairman- 
ship of the Trust Division of the Florida 
Bankers Association at its preconven- 
tion session in Hollywood, Fla., March 
28. Mr. Toland, who was previously 
vice-chairman, succeeds Colonel Harold 
F. Pelham, vice president and trust offi- 
cer, First National Bank of Fort Lauder- 
dale. 


Thomas E. Camp, 3rd, trust officer, 
Barnett National Bank, Jacksonville, is 
the newly elected vice-chairman. and 
Gilbert C. Turner, trust officer, Miami 
Beach First National Bank, was elected 
secretary. 


New members named for the Divi- 


sion’s executive committee are Dean C. 
Houk, trust officer, Union Trust Co.. 





“The Scope of activities 
of Professional members 
of the Estate Planning 
Team” was discussed by 
the panel pictured above 
at the March meeting of 
the Estate Council of the 
East Bay at Oakland, Cal. 
(L. to r.) James Moore, 
III, asst. trust officer, 
American Trust Co.; 
Walter Frank, C.P.A., F. 
W. Lafrenty & Co.; Glen 





Wardhaugh, asst. trust officer, American Trust Co., (Moderator); Ben Silver, M.D.R.T., 
New York Life; Guy Catterton, Attorney, Nichols and Catterton. 
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St. Petersburg. who was elected to ill 
a vacancy caused by resignation, end 
John H. Wells. vice president and trust 
officer, Commercial Bank & Trust (o.. 
Ocala, who was elected for a three year 
term. 


The Division voted to continue its 
effort to obtain legislation to exenipt 
intangibles in charitable trusts from the 
State tax on intangibles. Colonel Pelham 
reported that 55 Florida banks now have 
trust departments, and two speakers dis- 
cussed income tax problems. 


Members of the Division pledged 
support for participation with the New 
York Bankers Association in the produc- 
tion and distribution of a motion pic- 
ture to educate the public on fiduciary 
services of banks. It was estimated that 
a contribution of $2.100 would obtain 
enough films for use in various sections 
of Florida and that the money could be 
recovered from rentals. Cost of making 
the film—which will run about 25 min- 
utes—is estimated at $45,000. 


A A A 


Institute on Estate Planning 
Held at Minnesota 


The University of Minnesota, in co- 
operation with the Tax and Real Prop- 
erty Sections of the Minnesota State 
Bar Association, through the facilities 
of its Law School and its Center for 
Continuation Study, presented an Insti- 
tute on Estate Planning. January 31- 
February 1. The Institute dealt with 
various inter vivos and_ testamentary 
estate planning problems in_ specific 
terms and with reference to details of 
local law, including taxation, the speak- 
ers, illustrating their remarks with sam- 
ple forms. 


Topics included: Use of Joint Inter- 
ests in Estate Planning. Inter Vivos Gifts 
to Minors, Short-Term Trusts. Commer- 
cial and Private Annuities, Use of Life 
Insurance Trusts, Tax Saving Possibili- 
ties During Administration of Estates, 
Dispositive Powers. Administrative 
Powers of Executors and Trustees. Re- 
strictions on Duration of Trusts and Ac- 
cumulations and Marital Deduction 
Planning and Drafting. 

Floyd L. Dwight, vice president and 
trust officer, First National Bank of 
Minneapolis, and Sophus T. Persen, vice 
president, Northwestern National Bank, 
Minneapolis, were among the lecturers. 

A A A 
@ Lois Weingartner, trust administrator, 
observed her 25th anniversary with Lin- 
coln Rochester (N. Y.) Trust Co. She 's 
one of three women officers there. 


Trusts AND EsTAT 








jl 
id 
st 








000009900009, 
205, 


eee 


ts | Uy: % 
q ° 
° 
° 
. ’ 





ve 
is- 
ed 
“WwW 
ic- 
ic- 
ry 
iat 
in 
ns @ = (ii! il Gir a Bl Bl Gr SS: St :-: gem: e-Meo o o oo.°.S S - o Mc 
be 
ng 
in- 
: Personal Trust 

Executorships 
al Trusteeships 
i Guardianships 
a Committeeships 
a Investment Supervision 
ti 
1. Pension Trust 
a Administration of Pension, 
nf Profit Sharing and 
of Thrift Plans 
ake Pe EE a ee ea 
ce Corporate Trust 

Trusteeships 
er- Payment of Bonds 
fts and Coupons 
er- Registration of Bonds 
fe Stock Transfers and 
ili- Registrations 
res, Payment of 
ive Dividends CH E M ICA 9 
Re- 
Ac- Customers’ Securities CORN EXCHANGE 
ion 
. Safekeeping of Securities 
oi Purchases and Sales BANK 
yer Collection of Income 
Sa Founded 1824 
nk, 
ia Convenient Offices 
throughout 
; Greater New York 
Apri, 1957 335 











Data on Estates, Gifts and Trust 
Income Revealed by Treasury 
Study 


Gross estates for which Federal Es- 
tate Tax returns were filed in 1954 ag- 
gregated $7.4 billion, of which $3 
billion or 40% represented corporate 
stock, according to “Statistics of In- 
come for 1953—Part 1” just published 
by the Treasury Department. Real es- 
tate at $1.6 billion accounted for the 
second largest proportion—21%. Bonds 
at $0.8 billion constituted 11% of the 
total, while taxable insurance stood at 


$0.5 billion or 7%. 
Of the 36,669 returns filed for citi- 


zens and resident aliens (up 250% over 
the number ten years before), the 24,- 
997 taxable returns reported gross es- 
tates of $6.3 billion, paying $869 million 
in taxes less $90 million in credits—for 
State inheritance taxes ($86 million), 
Federal gift taxes and foreign death 
duties ($2 million each)... 


While 42% of the returns showed less 
than $100,000 gross estate, 2% (714) 
reported $1 million or more. It is inter- 
esting to note that of the latter, 16 paid 
no tax—due of course mainly to chari- 
table bequests. Seventeen estates exceed- 


ed $10 million. The largest deduction, 





American Appraisals 
give the executor 
the value of the estate 


Trust officers and executors depend 
on American Appraisal Company’s 
over half-century of experience to 
provide the fair market values of 
physical property or closely held 
stock equities for estate or gift pur- 
poses and for distribution of assets, 


The 
AMERICAN 
APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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From “Statistics of Income for 1953” 





other than the specific exemption, was 
the marital deduction, $1.3 billion. 
About one-quarter of this sum appeared 
on nontaxable returns. Charitable be- 
quests amounted to less than $0.4 bil- 
lion. More than two-thirds of the dece- 
dents were 65 or over. Roughly the 
same ratio applied as to sex, male over 
female. 


Property valued at slightly over $1 
billion was transferred as gifts during 
1953 as reported on 44,695 gift tax re- 
turns, with stocks and bonds constitu- 
ting 51% of the total. Less than 1% 
($8 million) was life insurance. Better 
than 43% of the donors made total gifts 
in the year of under $10,000, while 50 
donors gave $1 million or more. The 
8,464 taxable returns with net gifts of 
$258 million paid $55.5 in tax. 

Of the adjusted gross income of $230 
billion shown on 58 million individual 
income tax returns filed for 1953, in- 
come from estates and trusts accounted 
for $1.7 billion. The income group $50,- 
000-100,000 scored the largest portion 
of this total—$236 million. More than 
half of estate and trust income was re- 
ported by persons with less than $30.- 
000 adjusted gross income; about one- 
quarter of the aggregate was received 


by individuals with under $10,000. 


FPRA Regional Meetings 
in Progress 
The annual regional meetings of the 
Financial Public Relations Associaiion 


started in Atlantic City, N. J.. on | 


April 9 with sessions to come on Viay 


20 in Detroit and May 22 in Colorado | 


Springs. The same one-day conference | 


program is followed in each place. 


Besides the clinic groups on many & 


subjects, the program includes the {ol- 
lowing addresses: “A True and Ceriain 
Course” by William E. Singletary, vice 
president, Wachovia Bank & Trust Co., 
Winston-Salem, N. C.; “Stockholder 
Relations” by Orrin H. Swayze, execu- 
tive vice president, First National Bank, 
Jackson, Miss.; “Corporate Philan- 
thropy” by Edward T. Hetzler, Vice 
President, Bankers Trust Co., New 
York: “How Do You Get Your Money’s 
Worth from Advertising?” by 
Sass, vice president, Fort Worth Na- 
tional Bank, Fort Worth, Tex.; and 
“Conservation and Development of Bank 
Business” by John L. Chapman, vice 
president, City National Bank & Trust 
Co., Chicago. The dinner speaker in 
each case is a public relations man from 
outside the banking profession. 


A A A 
WESTERN CONFERENCE CHAIRMEN 


Reed 


John N. Adams, vice president and 
trust officer, The First National Bank of 
Portland, has been designated chairman 
of the General Committee for the 31st 
Western Regional Trust Conference of 
the American Bankers Association, to be 
held in the Multnomah Hotel, Portland, 
Oregon, October 10 and 11, LeRoy B. 
Staver, trust officer, The United States 
National Bank of Portland, will be as- 
sistant general chairman. Stetson B. 
Harman, assistant vice president and 
trust officer, The First National Bank of 
Portland, is chairman of the Program 
Committee. 


Hosts for the Conference will be The 
Trust Companies’ Association of Oregon. 











Complete Trust and Banking Facilities 


235 THE STAMFORD TRUST COMPANY 


Stamford 


Member Federal Deposit Insurance Corp. 


Established 1891 
Connecticut 


Serves the Community 
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ARTNERSHIP BUY-SELL AGREEMENTS 


ARTHUR B. WILLIS* and RICHARD H. FORTSER+ 


Members of California State Bar, Los Angeles 


HE SIGNIFICANCE OF THE PARTNER- 
© se agreement is greatly magnified 
by the 1954 Code. This is well illustrated 
in connection with the drafting of provi- 
sions in the partnership agreement to 
cover the possibility of death or with- 
drawal of a partner. 

There is the problem of determining 
what payment should be made for the 
interest of a retiring or deecased part- 
ner in the partnership’s intangibles such 
as good will. Even though the partners 
may agree that there is no good will in 
the usual sense, they may still desire, 
as a matter of mutual insurance, to pro- 
vide for certain payments, in excess of 
the value of a partner’s interest in the 
assets of the partnership, to be made to 
a withdrawing partner or to the estate 
of a deceased partner. 


Section 736 of the 1954 Code is in- 
tended to eliminate the doubts and con- 
fusions that previously existed with re- 
spect to whether such payments were 
distributions of ordinary income to the 
retiring or deceased partner or were 
payments for his capital interest in the 
partnership. The specific rules laid down 
in Section 736 make it possible to pro- 
vide in the partnership agreement for 
payments to a deceased or retiring part- 
ner that will clearly constitute an in- 
come transaction or a capital transac- 
tion, whichever is desired. 


The Three Tiers of Payment 


Assume that the value of the partner- 
ship properties, exclusive of good will, 
of the A-B-C partnership is $90,000. 
Payments for this interest in the part- 
nership are required to be treated as a 
capital transaction with respect to the 
‘tinuing partners and also with re- 
spect to the retiring or deceased part- 


far) 
S 





*Mr. Willis, chairman of the Mills Subcommittee 
Advisory Group on Partnership Taxation, and of 
the Committee on Partnerships, Section of Taxa- 
tion American Bar Association, is the author of 
Har lbook of Partnership Taxation (Prentice-Hall, 
1957). 


+\{r. Forster is a member of the Council of the 
Sec:'on of Taxation, American Bar Association, 
cha-:er member of the Planning Committee for 
the Annual Tax Institute of the University of 
Sow hern California School of Law, and the author 
of : veral leading articles on partnership taxation. 
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ner.' This is true regardless of the way 
payments are made. Thus, if the only 
payments made to a retiring or deceased 
partner are based on a percentage of 
partnership income following his retire- 
ment or death, nevertheless those pay- 
ments applicable to his capital interest, 
exclusive of good will, must be treated 
as payment for his capital interest in 
the partnership rather than as a distri- 
bution of partnership income. There is 
no option available to the partners. The 
only freedom of movement lies in the 
valuation of the interest in partnership 
property, exclusive of good will. The 
Regulations provide* that “generally the 
valuation placed by the partners upon 
a partner’s interest in partnership prop- 
erty in an arm’s length agreement will 
be regarded as correct.” Even here 
there are definite limits of good faith 
and reasonableness on the valuation 
that may be placed upon the interest in 
the partnership property. 


The second tier of payments includes 
within its range payments to a retiring 
or deceased partner for his interest in 
partnership good will. Payments falling 
within this second tier may constitute 
either a capital transaction or an income 
transaction, depending upon the provi- 
sions of the partnership agreement. 


If it is desired that payments for a 
partner’s interest in good will shall con- 
stitute a capital transaction, the partner- 


1This assumes that the partnership has no un- 
realized receivables as defined in Section 751(c). 
If the partnership does have unrealized receivables, 
Section 736(b)(2)(A) specifically excludes them 
from the Section 736(b) concept of “partnership 
property.’”’ Payments made by the partnership for 
a retiring or deceased partner’s interest in unreal- 
ized receivables must be treated as payments fall- 
ing under Section 736(a). Such payments consti- 
tute ordinary income to the retiring partner or to 
the successor in interest of a deceased partner, 
and correspondingly reduce the partnership in- 
come taxable to the continuing partners. 


*Regs. §1.736-1(b) (1). 





This article is an up-dated version, 
reflecting the new Regulations, of 
a paper presented May 15, 1956, at 
the Annual Forum sponsored for 
attorneys, accountants and under- 
writers by Title Insurance and Trust 
Company of Los Angeles. 











ship agreement must specifically provide 
for a payment to be made to a retiring 
partner, or to the successor in interest 
of a deceased partner, for his interest 
in the partnership good will.* The Reg- 
ulations require that the value attributed 
to good will must be reasonable.* 


The partners may decide that a better 
income tax result would be obtained if 
the additional payments were taxed as 
ordinary income to the recipient and 
thus reduce the taxable income of the 
continuing partners. This result can be 
achieved through eliminating any refer- 
ence in the partnership agreement to a 
payment for good will. If this is done, 
the payments to the retiring or deceased 
partner, even though actually for his in- 
terest in the partnership good will, con- 
stitute a distribution of partnership in- 
come to the retiring or deceased part- 
ner and, to that extent, reduce the 
partnership income taxable to the con- 
tinuing partners. To achieve income 
treatment of payments in this tier, they 
must be made by the partnership. Pay- 
ments made by the other partners as 
distinguished from the partnership, 
cannot qualify for treatment as distribu 
tions of partnership income.° 


There is no clear indication as to the 
extent to which the Internal Revenue 
Service may go in distinguishing be- 
tween good will and items such as 
patents, copyrights, formulae and simi- 
lar intangibles, many of which tend to 
blend in almost imperceptibly with good 
will. The only safe course, if a capital 
transaction is desired, is for the partner- 
ship agreement to specifically designate 
the payment as being made for the 
retiring or deceased partner’s interest 
in the good will of the partnership. 


The third tier includes payments by 
the partnership other than those made 
for the retiring or deceased partner’s 


3Int. Rev. Code (1954) Sec. 736(b) (2) (B). 


4Regs. §1.736-1(b) (3). This is based upon a 
reference to a reasonable valuation of good will 
found in the Senate Finance Committee Report on 
the Internal Revenue Code of 1954 (Sen. Rep. No. 
1622, 838d Cong., 2d Sess. 395). 


5Regs. §1.736-1(a) (1) (i). 
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interest in partnership properties, includ- 
ing a reasonable valuation for good 
will. This is the top level of payments— 
those made in excess of the payment 
for the interest in partnership property, 
including a reasonable valuation for 
good will. Any payment in the third 
tier must be treated as ordinary income 
to the recipient and consequently will 
reduce to that extent the taxable income 
of the continuing partners. 


The Proposed Regulations® restricted 


the application of Section 736(a) to. 


cases where the payment by the part- 
nership was made in cash and in two 
or more taxable years of the partnership. 
The Regulations as promulgated in final 
form significantly eliminate this require- 
ment. This means that any payment to 
a retiring or deceased partner in excess 
of the fair valuation of his interest in 
the partnership property, including a 
reasonable valuation for good will, will 
be taxed as ordinary income to the re- 
cipient even though the payment is made 
in a lump sum and is made in the form 
of property other than money. It is 
likely that this will produce some strange 
and unexpected results. 


Application of Tier Analysis to 
Payments to Deceased Partner 


In discussing the provisions for pay- 
ments to a deceased partner, the mem- 
bers of the A-B-C partnership agree that 
the successor in interest of a deceased 
partner shall receive $50,000, payable 
at the rate of $10,000 a year for five 
years, in excess of the amount paid for 
his interest in the partnership property, 
exclusive of good will. The problem is 
whether to make such payments a capi- 
tal transaction or a distribution of ordi- 
nary income. 


First, suppose the transaction is 
framed as a capital transaction. This 
means that the partnership agreement 
specifically provides that the valuation 
of a deceased partner’s interest in good 
will is $50,000 and that payments for 
his interest shall be at the rate of $10,- 
000 a year for five years. It is assumed 
for the present purposes that this valua- 
tion is a reasonable one. The successor 
in interest of the deceased partner will 
pay no income tax on the receipt of 
the $10,000 a year, since this will merely 
be a part of the purchase price of the 
partnership interest. The adjusted basis 
for the interest of the deceased partner 
in the partnership will reflect the fair 
market value of that interest at the date 
of the partner’s death.‘ The $50,000 


®Prop. Regs. §1.736-1(a) (2). 
TInt. Rev. Code (1954) Sec. 1014(a). 
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payment for the deceased partner’s in- 
terest in good will will be reflected in 
that value and hence in the basis of the 
partnership interest. 


However, the surviving partners will 
be required to report in their taxable 
income their distributive shares (as- 
sumed to be one-half to each) of the 
partnership income, without reduction 
for the payment of $10,000 a year to 
the estate of the deceased partner. Thus 
if the partnership income were $60,000 
following the death of a partner, the 
two surviving partners must each pay 
tax on $30,000 of income even though 
each only had $25,000 left after paying 
his $5,000 share of the $10,000 payment 
to the estate of the deceased partner. 
The tax of the two surviving partners, 
assuming that they are married and 
have other income exactly equal to the 
total of their deductions and exemptions, 
would be approximately $9,500 each. 
The total tax on the two partners would 
be $19,000. 


After deducting both taxes and pay- 
ments to the estate of the deceased part- 
ner, each of the two surviving partners 
would have $15,500 left. The estate of 
the deceased partner would have the 
full $10,000 since there is no income 
tax to pay on that amount. Thus, the 
total net remaining after tax for the two 
surviving partners and the estate of the 
deceased partner would be $41,000. 


The alternative would be to make the 
payments an income distribution. This 
is accomplished by eliminating any re- 
ference in the partnership agreement to 
a payment for the interest of a deceased 
partner in partnership good will, and 
having the payments made by the part- 
nership. Here the $10,000 a year paid 
to the estate of a deceased partner 
would be ordinary income to the estate 
and would reduce by $10,000 the sur- 
viving partners’ taxable income from 
the partnership. 


The two surviving partners would 
each report taxable income from the 
partnership of $25,000 (one-half of 
$60,000 minus the $5,000 share of each 
partner in the payment to the deceased 
partner’s estate). Each of the two sur- 
viving partners would pay a tax of ap- 
proximately $7,200 on his $25,000 share 
of partnership income. The estate of the 
deceased partner and his surviving 
spouse would pay a tax of approximately 
$2,600 on $10,000 of ordinary income. 
The total income tax payable by the two 
surviving partners and by the estate of 
the deceased partner would be $17,000. 
This is $2,000 per year less than the 


total tax payable if the payment were 
made to the deceased partner for his 
interest in the partnership good will. 


Actually, the mathematics of the 
above case do not go far enough. Aji 
of the tax saving resulting from making 
the $10,000 payment to the estate of a 
deceased partner an income transaction 
rather than a capital transaction is for 
the benefit of the surviving partners. 
The estate of the deceased partner is 
required to pay income tax on the 
$10,000 annual payment and is eco- 
nomically harmed to the extent of that 
tax. Perhaps the partners should con- 
sider increasing the payment to the es- 
tate of a deceased partner, but making 
it an income distribution and hence a 
reduction of their taxable income. A 
projection of the figures used here dis- 
closes that it would be possible to pay 
as much as $16,000 a year to the estate 
of a deceased partner and still leave 
the surviving partners with more net 
income after tax than if they paid $10.- 
G00 a year to the estate of the deceased 
partner for his interest in partnership 
good will. The estate of the deceased 
partner would also be better off since, 
even after income tax, it would have 
left approximately $10,800. This is $800 
more than would be realized if payments 
of $10,000 a year were made for the 
deceased partner’s interest in the part- 
nership good will. 


Use of Life Insurance to Fund 
Agreement 


In prior years the general tendency 
has been to use the cross purchase ar- 
rangement where the buy and sell pro- 
visions of the partnership agreement are 
funded with life insurance.* Under the 
cross purchase arrangement, each part- 
ner buys insurance on the lives of the 
other partners. Thus in the A-B-C part- 
nership, A would own, pay premiums 
on, and be the beneficiary of policies on 
the lives of B and C. B would do like- 
wise with A and C, and C would do the 
same with A and B. Due to several 
changes in the 1954 Code, most of the 
tax reasons that previously existed in 
favor of the cross purchase arrangemen! 
have been eliminated.® 


Under the entity approach, the part- 
nership itself applies for, owns, is the 
beneficiary of, and pays the premiums 
on policies on the partner’s lives. With 
the elimination of the tax objections, 

8For a discussion of the former reasons for use 
of the cross purchase arrangement rather than the 
entity approach, see Forster and Willis, ““How to 


Draft a Partnership Buy and Sell Agreement,” 
1956 So. Calif. Tax Inst. 57, at 73. 


*Id. 
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some real and some imaginary, that 
previously existed to use of the cross 
purchase arrangement, it may be said 
as a general matter that the scheme of 
partnership taxation provisions of the 
1954 Code tends to favor the entity 
approach rather than the cross purchase 
arrangement, 

For example, Section 708(b) (1) (B) 
provides that a partnership terminates 
if within a 12-month period there is a 
sale or exchange of 50 per cent or more 
of the total interest in partnership capi- 
tal and profits. The Regulations make 
it clear!” that a sale to other members 
of the partnership will terminate the 
partnership if the interest transferred 
constitutes more than a 50 per cent in- 
terest in partnership capital and profits 
(or will total more than a 50 per cent 
interest when combined with other sales 
of partnership interest made within a 
12-month period) Therefore if the in- 
terest of a prospective deceased partner 
in partnership capital and profits is 
more than 50 per cent, or if the retire- 
ment of his interest combined with 
another change in partnership interest 
would result in a change of more than 
a 50 per cent interest in partnership 
capital and profits, the partnership will 
be terminated under the cross purchase 
arrangement. 

Termination of the partnership may 
or may not be serious, depending on 
various circumstances. If the partner- 
ship has a taxable year different than 
the taxable year of the partners, it is 
possible that termination of the partner- 
ship will result in a bunching of partner- 
ship income in the returns of the part- 
ners. This would be true, for example, 
if the partnership were reporting on a 
June 30 taxable year, and all of the 
partners were on a calendar year basis. 
and if the partnership were terminated 
at any time between July 1 and Decem- 
ber 31. 

There may be other significant tax 
consequences of the termination of the 
partnership. The Regulations provide™ 
that upon termination, the partnership 
is deemed to distribute its properties to 
the transferee of the interest and the 
other remaining partners, and immedi- 
ately thereafter they are deemed to have 
contributed such properties to a new 
partnership. This may affect the alloca- 
tion of gain or loss with respect to con- 
tributed properties under Section 704 
(c) If the partnership has installment 
oblization contracts, income from which 

(Continued on page 398) 


egs. §1.708-1(b) (1) (ii). 
egs. §1.708-1(b) (1) (iv). 
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A SHAMELESS LOVE AFFAIR 
—and what it means to TRUSTMEN 


(attorneys are involved too) 


For some time now, we have been witness- 
ing with delight a shameless love affair 
among life underwriters, trust officers, 
attorneys and accountants. Based on mutual 
respect, the courting goes on and on -— 
and it’s wonderful for all — especially 
clients who get first rate estate planning 
help. 


What does all this mean to trustinen? Well, 
in the words of the Huntington National 
Bank of Columbus, Ohio, as they appeared 
originally in Trusts AND EsTATEs: 


“Since 1949 we have analyzed and 
helped plan the estates of 250 prospec- 
tive customers. Their properties have 
a total value of $106.728.083 ... 
These 250 prospects were referred to 
us by life underwriters, attorneys, 
accountants, and our own customers. 
Most, however, came from life under- 
writers.” 


And if you’re an attorney, you know the 
stress placed on the importance of your 
services by trustmen, life underwriters and 
accountants. 


What Is Estate Planners Quarterly? 


This explains why so many trustmen and 
attorneys subscribe to Estate PLANNERS 
QuARTERLY. This new kind of publication 
— a hard cover 64-page- magazine book — 
shows at first hand how the life under- 
writer and attorney operate. It provides not 
articles, but actual presentations which 
“sell” estate planning to clients. It fur- 
nishes uncomplicated discussions of taxes, 
trusts, property ownership, and other items 
which you are called upon to clarify for 
clients. 


Who’s Who On E. P. Q.? 


Estate PLANNERS QUARTERLY is written 
and edited by outstanding estate planning 
experts, headed by Solomon Huber, C.L.U., 
well known General Agent, teacher and lec- 
turer. In each issue you will find presenta- 
tions by famous attorneys, trustmen, life 
underwriters, and accountants, all written 
clearly, and simply. Thus, many trustmen 
use EstaTE PLANNERS QUARTERLY material 
as third party influence to clinch the need 
for a trust and other company services. 


Farnsworth Publishing Co., Inc. 
215 West 34th St., New York 1, N. Y. 


Please enter my subscription to ESTATE PLANNERS 
QUARTERLY on 10-day trial basis. Each issue will 
come to me bound in hard covers for my permanent 
library. If not delighted I will return the first issue and 


obtain a complete refund. 


NAME 


(i i) | ere © 6 


ADDRESS _____. : 


CHECK ONE: [J 1 yr. —~-..$10 
4 ” : (] Check enclosed 





ma ke 


What Others Have Said 


EstaTE PLANNERS QUARTERLY has re- 
ceived stunning endorsements from sub- 
scribers and the press. Here are a few: 


J. P. Cummincs, Vice President and 
Trust Officer of the First Westchester 
National Bank, New Rochelle, N. Y.: 


“ESTATE PLANNERS QUAR- 
TERLY is indispensable to the 
Trust Officer to keep in touch 
with plans being used by ad- 
vanced life underwriters.” 


And from Trusts AND EsTATEs: 


“Under the supervision of a 
noted editorial board, this book 
— or manual or magazine or 
service; it’s difficult to character- 
ize this unique material — is not 
just a collection of articles or 
presentations. It is largely estate 
planning in action: approaches, 
presentations, motivations, spe- 
cific solutions, reports. Written 
in such lucid manner by a great 
teacher, the material is at once 
comprehensible to the technician 
and intelligible to the prospect.” 


Lire Association News: 
“The use value of this mate- 
rial leaps from the page.” 
W. R. Cavanaucn, Detroit, Mich. 


“It fills an extremely impor- 
tant gap in our services.” 











Guaranteed Refund 

Unless you agree that Estate PLANNERS 
QUARTERLY is excellent for your purposes, 
you can return the first issue within ten 
days and receive a full refund. The cost for 
a year’s subscription four handsome 
books of “estate planning in action” is only 
$10 — or $19 for two years. Mail the cou- 
pon today and join the growing family of 
outstanding trustmen and attorneys who 
find each issue worth many times the sub- 
scription price. 


ESTATE 


PLA NNERs 
QUARTERLY . 





STATE 
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Conflicts of Interests in 


orporate Trusteeships 


G. K. SANDWEG 


Trust Officer, Mercantile Trust Company, St. Louis, Missouri 


HE REQUIREMENT OF LOYALTY OF A 
( is “the most intense fiduciary 
relationship in our law.”* Prior to the 
Trust Indenture Act of 1939, it was the 
practice of many corporate trustees to 
ignore potential conflicting interests be- 
tween the trustee, in its individual ca- 
pacity, and the bondholders it repre- 
sented. In cases where the trustee was 
called upon to take action and its de- 
cision might be influenced because of 
an actual or possible conflict of inter- 
est with the holders of the indenture 
securities, it was customary for the trus- 
tee at that time to resign. Many inden- 
tures did not contain restrictions upon 
possession by the trustee of conflicting 
interests, and some provided that the 
trustee might acquire interests which 
conflicted with those of the bondholders. 


The trustee’s standard of behavior 
was considered at length during the 
hearings which preceded the enactment 
of the Trust Indenture Act, and it was 
agreed to refashion the indenture so 
that all trustees would be required to 
conform to the high standards of this 
fiduciary relationship. Congress did not 
intend to include all possible conflicts 
of interest. The only disqualifying con- 
flicts are those so designated in the Act. 
Ministerial relationships with the ob- 
ligor and its underwriters are permitted 
as transfer agent, registrar, custodian, 
paying agent, escrow agent, depositary 
and fiscal agent. 


The institutional trustee is required 
to remain qualified or free from certain 
disqualifying conflicts of interest. This 


This article is based upon a thesis submitted in 
1955 in partial fulfillment of the requirements of 
the Graduate School of Banking. 


*“Many forms of conduct permissible in a work- 
aday world for those acting at arm’s length are 
forbidden to those bound by fiduciary ties. A trus- 
tee is held to something stricter than the morals 
of the market place. Not honesty alone, but the 
punctilio of an honor the most sensitive, is then 
the standard of behavior. As to this there has 
developed a tradition that is unbending, ... the 
conduct of fiduciaries has been kept at a level 
higher than that rodden by the crowd .. .” Jus- 
tice Cardozo in Meinhard v. Salmon, 249 N.Y. 458, 
164 N.E. 545. 
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is the concept of a continuing qualifica- 
tion, a continuing obligation. If the 
trustee ceases to be qualified, it must 
eliminate the conflict within a grace 
period or resign. If the trustee fails to 
do so, it is obliged to notify the security 
holders, and, thereafter, is subject to 
removal. 


As set forth in intricate detail in Sec- 
tion 310(b) of the Act, the various dis- 
qualifying conflicts of interest may be 
grouped into these categories: 1) ser- 
vice of the same institution as trustee 
under more than one indenture of the 
same obligor; 2) affiliation of the trustee 
with the obligor, or any underwriter for 
the obligor, through interlocking direc- 
torates or common officers; 3) beneficial 
ownership of the trustee’s voting securi- 
ties by the obligor or any underwriter 
for such obligor or their directors, part- 
ners or executive officers; 4) beneficial 
ownership by the trustee in the securi- 
ties of the obligor, its underwriters or 
their affiliates; and 5) fiduciary owner- 
ship by the trustee of any class of securi- 
ties of the obligor or its underwriters 
or their affiliates. 


Dual Trusteeship 


The trustee is disqualified under Sec- 
tion 310(b)(1) if it is trustee under 
another indenture of the same obligor. 
In the application of the clause it is 
well to consider that the term “trustee” 
does not include affiliates of the institu- 
tional trustee (Trust Ind. Act Rel. 27 
(1944) ): and, too, the Commission’s 
general counsel has expressed the opin- 
ion that a trustee does not have a con- 
flicting interest solely because it acts 
as trustee under indentures of both the 
obligor and an affiliate of the obligor, 
as set forth in Trust Ind. Act Rel. 16 
(1941). 


There are several statutory excep- 
tions to the rule against dual service 
as trustee. (a) If the proposed indenture 
is a collateral trust indenture secured 
exclusively by bonds issued under the 


existing indenture, there is no conflict. 
(b) If the obligor is a real estate com- 
pany having no substantial unmortgaged 
assets and both indentures are secured 
by wholly separate and distinct parcels 
of real estate, then no conflict exists. 
(c) If the indenture to be qualified is 
wholly unsecured and provision is made 
in the existing indenture for the excep- 
tion of another unsecured indenture. 
there is no conflict, absent a finding by 
the Commission that a material conflict 
of interest is likely to exist in the trus- 
teeship. 

The Commission may make further 
exception in cases where the issuer es- 
tablishes that the trusteeship under both 
indentures is not likely to involve a 
material conflict. An example of a re- 
quest for such an exception involving 
trusteeship under three separate inden- 
tures is set out In the Matter of Tri-Con- 
tinental General Share- 
holders Corporation and Capital Ad- 
ministration Company, Ltd. (Trust Ind. 
Act Rel. 66 (1953) ). Applications for 
such exceptions are under Section 310 
(b) (1) Gi). 


Corporation, 


It would seem that no real conflict 
exists in cases where the trustee under 
an existing indenture will continue to 
act for a limited interim period, the en- 
tire issue to be called for redemption. 
and funds sufficient for payment at re- 
demption are to be deposited irrevocably 
in trust. But such is not the case where 
the trustee is trustee under a_ pension 
trust created by the obligor, or is the 
manager under an agreement securing 
a loan to the obligor, in which a number 
of banks participate as lenders. Each 
case must be considered individually to 
determine whether such an agreement 
comes within the definition of the term 
“indenture” as defined in Section 33 


(7) of the Act. 
Obligor 


The trustee, or any of its directors or 
executive officers, may not be an obl: or 
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upor the indenture securities or an 
underwriter for the obligor. While an 
obligor is “every person who is liable 
thereon” with respect to the indenture 
security, as defined in Section 303(12). 
the trustee under an indenture under 
which equipment trust certificates or 
certificates of participation or interest 
are outstanding is not disqualified as 
an obligor under Section 310(b) (2). 


The term “obligor” seems to include 
all guarantors of the securities. 


Common Control 


Where the trustee controls the obligor 
or any of its underwriters, or is con- 
trolled by, or is under common control 
with, the obligor or any of its under- 
writers, then a conflict of interest exists 
under Section 310(b) (3). This is direct 
or indirect control. 


This question of common control was 
considered at length by the Commission 
In the Matter of J. P. Morgan & Co.. 
Incorporated (Trust Ind. Rel. 15 
(1941) ), citing the case of Rochester 
Telephone Corp. v. United States, 307 
U. S. 125 (1939). The term control. 
therefore, means the power to direct the 
management and policies directly or 
through =an_ intermediary, whether 
through ownership of voting securities, 
by contract or otherwise. It is to be re- 
solved in each case into a question of 
fact. 


Interlocking Directorate and 
Officers 


Section 310(b) (4) provides that a 
conflict of interest exists if the trustee. 
or any of its directors or executive ofh- 
cers, is also a director, officer, partner, 
employee, appointee, or representative 
of the obligor or an underwriter for the 
obligor. An “executive officer” includes 
the president, every vice president, every 
trust officer, the cashier, the secretary, 
and treasurer, and any individual cus- 
tomarily performing similar functions. 
but does not include the chairman of 
the hoard of directors, as set forth 


amone the definitions of terms in Sec- 
tion 303. 


: There are two specific exceptions in 
Sect: n 310(b) (4). One individual may 
be @ ‘irector and/or an executive officer 
of |) h the trustee and the obligor, but 
may .ot be an executive officer of both 
at {© same time. Secondly, two com- 
mo! lirectors do not create a conflict, 
if t| number of directors on the board 


of t' > trustee is more than nine. 

_*» explained in Trust Ind. Act Rel. 
35 1947), the Commission takes the 
Apsit. 1957 





Southern Natural Gas Company 
Our Record for the past ten years 

























































































of Dollars - of Dollars 
80 10 
9 
70 
60 
7 
50 
40 5 
30 
3 
20 
10 
1 





‘47 ‘48 “49 ‘50 ‘51 "52 53 54°55 56 47 ‘48 49 “50 “51 “52 ‘53 “54 °55 “56 


ee ce 


Our Record for 1956 


In its Annual Report, Southern Natural Gas advises stockholders that it 


* Acquired a majority interest in The Offshore Company, drillers of oil and 
gas wells specializing in submerged lands off the Gulf Coast 


* Made contracts for purchase of gas from fifteen additional gas fields 
* Drilled 19 development wells productive of oil or gas 
* Increased gas deliveries about 12% over 1955 


* Increased the regular dividend payments to an annual rate of $2.00 
per share 


The Results: 


Gross revenues and net income again higher than in any previous calendar year. 


1956 1955 

Total Volume of Gas Sold—Mcf 308,307,297 274,851,165 
Average Daily Sale—Mcf 842,370 753,017 
Gross Revenues $80,798,930 $69,919,556 
Net Income $10,285,355 $ 8,534,139 
Net Income per share $2.35 $2.37 

(on 4,375,785 shares) (on 3,596,699 shares) 
Dividends Paid per share $1.85 $1.65 


For your copy of our 1956 Annual Report, write to Dept. TE 


Southern Natural Gas Company 


WATTS BUILDING, BIRMINGHAM, ALABAMA 


SOUTHERN 


NATURAL 
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Southern Natural Gas Supplies The Industrial Southeast 
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position that it will dispose of each case 
on its merits as to whether the language 
“employee, appointee, or representa- 
tive,” as used in this subsection, includes 
an attorney or a member of a firm reg- 
ularly retained by the obligor or an 
underwriter for the obligor, if such at- 
torney is at the same time an individual 
trustee or a director or executive officer 
of a corporate trustee. 


Relationships of the trustee with the 
obligor, or any of its underwriters, in 
the capacity of transfer agent, regisirar, 
custodian, paying agent, fiscal agent, 
escrow agent, depositary or in a similar 
capacity are permitted. 
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Trustee’s Securities 


Restrictions are imposed on the bene- 
ficial ownership of the voting securities 
of the trustee. The term “voting secur- 
ity” is defined in Section 303(16) as 
meaning any security presently entitling 
the holder or owner to a vote in the 
management. It is a conflict of interest 
if (1) the obligor or any of its directors, 
partners or executive officers own bene- 
ficially 10% or more of the voting se- 
curities of the trustee, or (2) 20% or 
more of the trustee’s voting securities is 
beneficially owned, collectively, by two 
or more of such persons; or (3) an 
underwriter or any of its directors, part- 
ners or executive officers owns benefici- 
ally 10% or more of the trustee’s voting 
securities, or, if collectively, two or 
more of such persons beneficially own 
10% or more of the voting securities of 
the trustee. Beneficial ownership is basic 
in the application of Section 310(b) (5). 


Obligor’s Securities 


If the trustee beneficially owns or 
holds as collateral security for an obli- 
gation in default (a) 5% or more of 
the obligor’s voting securities; or, (b) 
10% or more of any other class of the 
obligor’s securities; or (c) 10% or 
more of any class of securities of an 
underwriter, a real conflict exists under 


Section 310(b) (6). 


Also, if the trustee owns beneficially 
or holds as collateral security for an 
obligation in default 5% or more of 
the voting securities of any person who 
owns 10% or more of the obligor’s vot- 
ing securities or who controls directly 
or indirectly or is under direct or in- 
direct control with the obligor, there 
is a conflict. 


When the beneficial 
owner of, or holds as collateral security 
for obligations in default, 10% or more 
of any class of security of any person 
who owns 50% or more of the voting 
securities of the obligor, there is a pro- 
hibited conflict of interests. 


the trustee is 


In this calculation of percentages in 
Section 310(b) (6) (7) (8), it is not ne- 
cessary to include the indenture securi- 
ties or securities issued under any other 
indenture under which the trustee is 
presently acting as trustee. 


Fiduciary Ownership 


The trustee may not own on May 15 
in any year as executor, administrator, 
testamentary or inter vivos_ trustee, 
guardian, committee or conservator or 
in a similar capacity, an aggregate of 
25% or more of any class of security 





of any person, the holding of which 
would constitute a conflict under Su)- 
section (6) (7) or (8) above, wiih 
certain exceptions. 


Procedure 


If the trustee fails either to elimina‘e 
the conflict of interest or resign, it is 
required to notify the security holders 
of such fact within ten days after the 
expiration of a 90-day grace period, 
Upon written request to do so and re- 
fusal by the trustee, removal proceedings 
may be instituted by any security holder 
who has been a bona fide holder for at 
least six months. The petition for re- 
moval may be filed in any court of com- 
petent jurisdiction and must contain a 
petition for the appointment of a suc- 
cessor. 


Under the mechanics of the Act, the 
institutional trustee must affirmatively 
qualify through the execution of Form 
T(1) which becomes a part of the regi- 
stration statement of the obligor. Al- 
though the trustee’s obligation of quali- 
fication is a continuing one, nonetheless 
where the indenture has been qualified 
under the Act, the Trustee must execute 
Form T(1) in each case where a new 
series of indenture securities is issued. 
The execution again of Form T(1) 
seems unnecessary. But in the case of 
Securities and Exchange Commission v. 
Torr, 15 F. Supp. 144 (1936), the court 
stated that it would not “pass on the 
wisdom of a regulation adopted by the 
Commission,” for such is not within its 
province. 

The Act contains a penalty clause, and 
upon conviction, willful violators of any 
provision of the title or any rule, regu- 
lation or order thereunder, including 
any untrue statement of a material fact 
or omission to state a material fact re- 
quired to be stated in any required 
application, report or document, may be 
fined not than $5,000, or im- 
prisoned not more than five years. or 
both. 


more 


The Trust Indenture Act has not been 
tested by a severe depression in business 
activity. Defaults are rare in 
times. The Act has not been subjected 
to the close scrutiny of our courts. Not 
the criminal provisions of the Act, but 
rather liability to bondholders, is the 
concern of corporate trustees. 

A A A 
@ Francis A. Devlin, assistant vice 
president of Fidelity Trust Co., Pitts- 
burgh, discussed evaluations of closcly- 
held corporate stock at a meeting March 
26 of the Allegheny County Chap‘er, 
Pennsylvania Institute of CPAs. 


these 


Trusts AND EsTATES 


‘ ., 











Ai 


urt 
the 
the 

its 


and 
any 
eu- 
jing 


fact 


ired 
y be 

im- 
. OF 


een 
ness 
hese 
cted 
Not 
but 
the 


vice 
itts- 
Si ly- 


pier, 











ee 








XX 
ANACONDA... more than copper of 





plays a hero’s role in Television 


Where things made of iron and steel 
must fight off rust and corrosion, 
you'll find tiny amounts of cadmium 
playing a man-sized part. A few ten- 
thousandths of an inch of cadmium 
plating is often adequate to guard the 
chassis of a TV set. 


Cadmium plating adds years of 
eful life, too, to components of other 

«ppliances and machines, to hardware 
ed outdoors... 


Manufacturers like cadmium be- 
use it’s often cheaper and faster to 
‘ate with than other metals and be- 
vuse it solders easily. There are other 

*easons why this friendly metal is in 
ig demand. Cadmium alloys make 
uperior high-speed bearings for cars, 
oats, planes. It’s the base of the finest 


PRIL 1957 


pigments of yellow, red, and orange 
for use in paints and ceramics. 

Cadmium is found in ores mined 
chiefly for zinc and lead, and Ana- 
conda is a leading producer of these 
major metals. Because of this, and 
because of skills developed by Ana- 
conda in extracting it, Anaconda is 
also a leading source of cadmium. Of 
the 9.5 million pounds refined in the 
United States in 1955, Anaconda 
produced 17%. 


In fact, Anaconda offers industry 
the world’s most extensive line of 
metals and metal products in the 
whole non-ferrous field. Anaconda and 
its manufacturing subsidiaries are 
leaders, too, in helping industry find 
ways to use these products with 


greater efficiency and profit. 56286A 


The 


yNND-Vore) ip y 4% 


Company 





The American Brass Company _ 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cancnea Copper Company 
Anacenda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 
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GSB Inaugurates Elective 
Courses and Discussion 
Groups 


The Graduate School of Banking on 
the Rutgers campus in New Brunswick, 
N. J., will make two important changes in 
its curriculum at the 1957 session June 
10-22. For the first time, it will institute 
a program of elective lectures in all 
majors, as well as the use of small dis- 
cussion groups in part of its regular cur- 
riculum. Students majoring in trusts will 
be offered a choice between the prob- 
lems of large trust departments and 
those of smaller trust departments. 


The purpose of the elective lectures is 
to enable students to select programs of 
maximum value in view of their varying 
individual backgrounds and_ interests. 
The discussion groups are to facilitate 
student participation in classroom work. 
They will be organized by splitting 
classes into groups of 25 to 35 students 
for informal bull sessions. Present plans 
are to have every student participate in 
at least two groups of this kind during 
the session—one in the Economics of 
Banking and Business course and the 
other in his major subject. 








HANOVER TRUST DEPARTMEN 
GOES UPTOWN 


Hoyt Ammidon, left, chairman of Astor 
Plaza Inc., and William S. Gray, chairman 
of the Hanover Bank, examine a model of 
new uptown quarters of the bank to be lo- 
cated in the ultra modern Astor Plaza office 
center at 52-53d Streets and Park-Lexington 
Avenues, scheduled to open in the fall of 
°59. Hanover thus becomes the first major 
New York commercial bank to announce 
removal of a substantial part of its operations 
from Wall Street to the midtown Park 
Avenue area. 
Facilities will include a branch and three 
upper floors, two of which will be used 
initially by the Personal Trust Division. 
“The relocation of the Personal Trust Divi- 
sion,” Mr. Gray said, “will place the bank’s 
personal trust facilities and executives (offi- 
cers and personnel exceed 600) in a more 
convenient location for customers, both 
present and future, and will release space in 
the main office for commercial banking de- 
partments.” 
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Most of the electives to be offered 
this June will allow students to choose 
lectures on the basis of two considera- 
tions: elementary versus advanced treat- 
ment, and small versus large bank ap- 
proach. 


The most ambitious elective lectures 
for 1957 will be a choice between six 
hours of “Investment Fundamentals” 
and six hours on advanced investment 
subjects, Dr. E. Sherman Adams, direc- 


_tor of the school, said. In 1957, this 


choice will be offered to students in 
Commercial Banking VI, Investments, 
and in Savings Management. 


Among the 17 further additions to 
the teaching staff of the School since the 
last catalogue was published earlier this 
year, are four new appointments to the 
faculty of the trusts major. These are: 


Merrill Anderson, president, Merrill 
Anderson, Co., Inc., New York. 


Joseph T. Keckeisen, vice president 
and secretary, First National Bank, Chi- 
cago. 


W. Putnum Livingston, vice president. 


Bankers Trust Co., New York. 


Joseph P. Wortz, vice president and 
trust officer, Equitable Security Trust 
Co., Wilmington, Del. 


a & A 


Financial Public Relations 
School in Chicago 
July 1-13 


The 1957 session of the School of 
Financial Public Relations will be held 
on the Chicago campus of Northwest- 
ern University July 1-13. The School 
was organized in 1948 by the Financial 
Public Relations Association in cooper- 
ation with Northwestern University. It 
offers a two year course—two weeks 
each year—with additional projects to 
be completed by each student between 
the two sessions. 


The first year class is limited to 50. 
Tuition fee, which covers also room, 
meals and class materials, is $250 each 
year. The faculty is drawn from both 
business and academic fields, and will 
include two new members: Lawrence J. 
Smotherman, assistant vice president 
and director of public relations, First 
Wisconsin National Bank, Milwaukee, 
who will teach the second year course 
on Internal Relations; and Donald J. 
Lewis, Ph.D., assistant professor, de- 
partment of psychology, Northwestern 
University, who will teach the first year 
course in Psychology. S. H. Chelsted of 
Jim Chelsted Associates, New York, who 


Penna. Trust Faculty 
Appointed 


The Pennsylvania Bankers Assoc 
tion Trust Training School to be h 
at Bucknell University, Lewisburg, Ju 
23-29, has assigned faculty members 
each of five subjects as follows: 


Orientation: Gilbert T. Stephenson, 
attorney-at-law, Pendleton, N. C.; and 
Paul C. Wagner, senior vice president, 


Fidelity-Philadelphia Trust Co. 


File Procedures: J. Norman Miller, 
vice president, Provident Trust Co. of 
Philadelphia. 


Accounting: John A. Cost, assistant 
vice president, Fidelity - Philadelphia 
Trust Co.; Robert Horter, Fidelity-Phil- 
adelphia Trust Co.; Watson C. Marshall, 
vice president, Fidelity Trust Co., Pitts- 
burgh; Dr. Herman L. Senker, dean, 
School of Business Administration, Uni- 
versity of Scranton; and Ralph E. Stine. 
C.P.A., Lancaster. 


Real Estate and Mortgages: Herbert 
O. Frey, former head of the estate and 
mortgage department, First Pennsyl- 
vania Banking & Trust Co., Philadelphia: 
John E. Gleason, trust officer, Western 
Pennsylvania National Bank, McKees- 
port; and Dudley B. Johnston, assistant 
vice president, Peoples First National 
Bank & Trust Co., Pittsburgh. 

Vault Procedures: Frank Lyle, assist- 
ant trust officer, Union National Bank. 
Pittsburgh; and James P. Nunemaker, 
trust officer, United States National 
Bank, Johnstown. 

The PBA Trust Training School was 
organized to provide a medium for 
helping banks and trust companies, with- 
out trust development departments, to 
train their men in the fundamental prac- 
tices of trust selling. 


Director William E. Abel, PBA Trust 
Education Committee chairman and vice 
president and trust officer of Barclay- 
Westmoreland Trust Co., Greensburg, 
has announced that out-of-state regis- 
trations are being encouraged and that 
interested bankers may request informa- 
tion from the PBA Central Office, Box 
152, Harrisburg. 





formerly taught Internal Relations. will 
this year teach Salesmanship in the 
first year course and Sales Management 
in the second year course. 


= 


Catalogue and application blanks ay 
be obtained from Financial Public %e- 
lations Association, 231 S. LaSalle 5t.. 
Chicago 4. 
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QpPORTUNITIES FROM READJUSTMENTS 


The stock market now stands at a 
level slightly above the lowest point 
reached in the last two years. Volume 
is light, speculation is absent and groups 
and individual issues are reacting to the 
news as it occurs. without regard to any 
general trend. 


A reasonable estimate of the trend 
of business activity for this year is that 
production will gradually decline, but 
that consumption will remain at rela- 
tively satisfactory levels. This situation, 
in the face of rising plant capacity, 
means increasing competition, some- 
what reduced profit margins, some li- 
quidation of inventories and a corre- 
sponding improvement in corporate li- 
quidity. 

\lready the monetary authorities 
have responded to trends by 
adopting a neutral attitude toward the 
money supply rather than the restraint 
which prevailed throughout 1956. It 
would be logical, if these trends persist, 
for the monetary authorities at some 


these 


time in the next several months to adopi 
a stand favoring monetary ease; this, 
in turn. would be helpful to the bond 


market. and improved action in bonds 
could be expected to improve demand 
for investment quality stocks. 

In the stock market itself, many 
groups have declined to levels at which 
any a‘versity that is in store for them 
seems ‘0 be amply discounted. Electric 
(utilities and oils provide good examples. 
On th other hand, other groups seem 
not y~ to have fully reflected declining 
trend: These include paper manufac- 
turers non-ferrous metal companies, 
~~, cturers of building materials and 
make 


of heavy industrial equipment. 


| Fro the longer term point of view 
it sees evident that this year will be a 
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year of readjustment and preparation 
for a new upsurge both in industrial 
activity and in the stock market. Such 
an upsurge seems sure to come for 
many reasons, including the outlook 
for a continuation of uneasy peace, 
rapidly expanding population through- 
out the world, improving productivity, 
a high rate of invention and demands 
for higher living standards. 


Under these conditions, farsighted 
investors should welcome the kind of 
news that accompanies readjustment pe- 
riods, such as falling raw material prices 
and postponement of capital construc- 
tion projects, as providing opportunities 
to invest in aggressively managed enter- 
prises in such expanding industries as 
oil, steel, paper, electrical equipment, in- 
surance, aluminum and natural gas. 


WALTER MAYNARD 


SHEARSON, HAMMILL & CO. 
YreLD Now—Or Future GrowtH? 
It is now common practice to place 
the yields of fixed income securities 
along side yields from common shares 
of growth companies and conclude that 
the former are more desirable invest- 
ments of better For 
those preoccupied with current income 
the conclusion can be valid. It may be 
questioned, however, whether even such 
investors are not suffering from myopia. 
Shifting from bonds to stocks and back 
again at opportune moments obviously 
would produce desirable results, if it 
could be executed successfully. However, 
yields are of small moment to anyone 
agile enough to accomplish this satis- 
factorily. 


because income. 


For the investor who hopes to either 
merely preserve his purchasing power 
from inflation or wants to achieve fi- 
nancial competence through accumula- 
tion of income, is the apparent larger 
return from fixed income securities real 
or illusory? A fair quality bond may 
today yield as much as 5% while a par- 
ticular good quality stock provides a 
dependable return of 4% from a $1.60 
per share dividend. The bond yield of 
5% is definitely limited to this amount. 
Not only does the personal income tax 
take a large bite out of the 5%, but 
over a period of years inflation takes its 
deadly toll. The return from the stock 
is not limited to the $1.60 per share 
dividend, as the investor also benefits 


Reports 


from the excess earnings reinvested for 
his account in a growing business. As- 
suming that this is $3.00 and will be 
profitably invested, one may then real- 
istically view the investor’s income not 
as 4% but as 1144%, and the 744% 
provided by the $3.00 per share retained 
earnings is not subject to personal in- 
come tax. 


To get a better understanding of 
the greater real yield from such a 
growth stock, it may be useful to as- 
sume that the investor’s income falls 
into a 50° tax bracket. The 5% bond 
return now becomes 214% and the 4% 
dividend income is cut to 2%. How- 
ever, added to the 2% is the $3.00. per 
share non-taxable retained earnings pro- 
ducing an added 714% return. Thus the 
after-tax bond income of 214% on the 
5% bond compares with an effective 
stock income of 914%. 


Stated in another way, the owner of 
100 shares of stock has an income not 
only of $160 dividends but also an addi- 
tional $300 reinvested in the company 
as his bank or storehouse of value un- 
touched by personal income tax. 


of income tax effects 
is bound to invite advocacy of tax ex- 
empt bonds. Those in high brackets who 
consider current income of primary im- 
portance will find tax-exempts a haven 
for today. Suppose this tax-exempt in- 
vestor lives for the next ten to twenty 
years. He may at that time expect his 
income to have been reduced significant- 
ly through inflation, also the purchas- 
ing power of his principal. Perhaps his 
best chance of winning is to die early. 
His tax-exempt 3% to 4% income will 
be the equivalent of 6% to 8% taxable 
income for our 50% 
To compute 


Consideration 


bracket investor. 
comparable non-taxable 
effective income from the common stock, 
the $3.00 per share retained earnings is 
doubled becoming the equivalent of 
15% taxable income. Adding the 4% 
income from the $1.60 per share divi- 
dend brings the total income equivalent 
to 19% in taxable dollars. For one who 
wishes to protect himself against the 
dangers of living for many years, tax 
exempts appear to fail to measure up to 
investment in stocks which prove to have 
the characteristics outlined. 


Some may question whether there are 
available enough companies with pre- 
dictable growth futures to devote a 
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major portion of one’s funds to this 
form of investment. The answer in the 
nineteen twenties might well have been 
no. Today there are a sufficient number 
to justify basing an investment program 
exclusively on stocks, after adequate 
provision has been made for emergency 
reserves. In many of our leading cor- 
porations a revolution in management 
concepts and their execution since the 
nineteen twenties has occurred. This de- 
velopment provides a large measure of 
long term predictability which has 
helped to make common share investing 
better suited than it was to the average 
investor’s needs. 


It is true that many investors are now 
returning to the conventional pattern of 
bonds, preferreds and commons in vary- 
ing proportions. After a great (perhaps 
temporarily too great) popular enthusi- 
asm for growth stocks it is not too sur- 
prising for some reaction to take place. 
The more intelligent investor will buy 
reasonably-priced growth shares to hold 
so long as the longer range increase in 
earnings, assets and dividends appears 
predictable. There will naturally be dif- 
ferences of opinion as to what constitutes 
“reasonably-priced.” However, as a 
minimum, a reasonably priced invest- 
ment stock should have an effective or 
earnings return considerably in excess 
of the yield available from a fair quality 
bond or preferred stock. 


Norvin R. GREENE 
LANCASTER & NORVIN GREENE 


A & A 
1956 Corporate Profits Up 4% 


Annual reports covering 1956 opera- 
tions of 3,485 companies recorded com- 
bined net income of $19.2 billion or 
some 4% greater than the $18.5 billion 
reported in 1955 by 3,400 business en- 
tities, according to a compilation, repro- 
duced herewith, by the First National 
City Bank of New York. 


A glance at the table will indicate at 
once that the most unhappy participants 
were the motor car and truck manufac- 
turers and the fire and casualty insur- 
ance companies. Amusements and ser- 
vices, along with mining, reported a 
15% gain, followed by public utilities 
at 11% and wholesale and retail trade 
at 10% on the plus side. The bank’s 
study also reveals that, in spite of rising 
costs, about 58% of reporting manufac- 
turers had both higher sales and earn- 
ings, not always, however, in the same 
proportion. Some 21% of the manufac- 
turing group reported increased sales 
volume but reduced profits. 
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NET INCOME OF LEADING CORPORATIONS 
(In Thousands of Dollars) 








Reported Net Income 


















































































































































No. of Industrial After Taxes Per Cent 
Cos. Groups 1955 1956 Change 
18 Baking 3 57,547 8 59,992 + 4 
12 Dairy products 90,445 98,606 +9 
15 Meat packing 59,278 65,146 +10 
28 Sugar 82,054 89,833 +24 
85 Other food products 807,228 826,089 + 6 
15 Soft drinks 49,822 50,838 +2 
24 Brewing 80,486 28,896 — 5 
12 Distilling 77,504 76,167 —2 
18 Tobacco products 162,849 178,006 + 6 
80 Textile products 174,484 186,953 +17 
48 Clothing and apparel 28,586 82,984 +16 
25 Shoes, leather, etc. 40,894 41,928 + 8 
29 Tires, rubber products 230,694 233,895 +1 
25 Lumber 107,882 111,010 + 8 
19 Furniture, wood products WW 29,084 28,847 —l1 
78 Paper and allied products 424,579 463,413 +9 
88 Printing and publishing 57,874 65,728 +15 
638 Chemical products 1,009,881 983,706 — 8 
22 Drugs and medicines 154,668 201,287 +30 
22 Soap, cosmetics, etc. 104,859 114,050 +9 
22 Paint and varnish 94,835 111,646 +18 
101 Petroleum prod. and refining 2,769,462 8,144,822 +14 
82 Cement 111,971 124,706 +11 
16 Glass products 177,751 164,864 — TT 
55 Other stone, clay products 197,725 212,004 +17 
66 Iron and steel 1,092,721 1,107,767 +1 
10 Agricultural implements — 151,983 148,055 — 8 
81 Building, heat., plumb., equip. 144,833 153,914 + 7 
96 Electrical equip., radio & tv. 619,543 502,163 — 8 
51 Hardware and tools — 57,685 67,725 +17 
86 Household appliances 71,156 77,460 t 9 
168 Machinery 263,426 364,194 88 
26 Office equipment seals 124,631 144,455 16 
46 Nonferrous metals —............ 551,194 661,860 20 
68 Instruments, photo. goods, ete. 194,882 214,599 10 
112 Other metal products .. as 265,758 261,930 + 2 
18 Autos and trucks ~. 1,742,977 1,113,066 —86 
57 Automobile parts 215,820 198,882 — 8 
21 Railway equipment 80,517 95,860 19 
88 Aircraft and parts WW. 815,182 820,104 2 
77 Misc. manufacturing 140,175 151,880 + 8 
1,848 Total manufacturing 12,508,820 12,724,280 +2 
22 Coal mining -¢ 43,527 80,146 84 
BA PROGR FAAS @ CC mcsiissscetnneniee 115,908 116,558 1 
10 Other mining, quarrying - ce. 66,590 52,621 — 7 
63 Total mining, quarrying 216,025 249,820 +165 
27 Chain stores — food —...— 97,474 123,879 27 
53 Chain stores — variety, etc.W 184,469 187,227 2 
59 Department and specialty — 182,629 196,866 ; & 
6 Mail order 202,180 208,018 8 
59 Wholesale and misc. 69,097 87,762 +27 
204 Total trade 685,849 753,252 +10 
116 Class 1 railroads - 915,000 874,000 — 4 
29 Traction and bus ahaa 19,191 21,014 t) 
11 Shipping 82,670 47,011 44 
19 Air transport 67,433 70,608 Tt 5 
49 Misc. transportation 41,562 49,610 19 
224 Total transportation .——.—— 1,075,856 1,062,243 —l1 
237 Electric power, gas, etc.- — 1,456,698 1,599,963 +10 
81 Telephone and telegraph- — 764,193 873,789 +14 
268 Total public utilities ....... osaoaensncetesh 2,220,891 2,473,752 +11 
22 Amusements 55,405 52,824 — 6 
84 Restaurant and hotel 23,579 25,991 +10 
42 Other business services 94,585 113,068 +20 
18 Construction 20,911 31,778 +52 
116 Total amusements, services, ete. 194,480 223,161 +15 
876 Commercial banks 783,520 873,602 +11 
62 Fire and casualty insurance. 184,087 84,825 —54 
199 Investment trusts-e 425,346 480,465 18 
72 Sales finance 204,363 230,057 13 
58 Real estate 12,667 14,335 +18 
767 Total finance 1,609,983 1,682,784 + 6 
3,485 Grand total $18,506,404 $19,168,792. + 4 


c — Net income is reported before depletion charges in some cases. 
e — Figures in most cases exclude capital gains or losses on investments. 
From First National City Bank Letter, April 
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How Glidden is growing with the 
8'%.-billion-dollar paper industry 


With constantly growing demand, the future of the paper 
industry is bright. As is that of suppliers such as Glidden. 


A soybean derivative from our Chemurgy Division, 
called Alpha Protein, helps coat printing papers for 
better full-color reproduction. This and other Glidden 
soybean products are used in making everything from 
cartons to most of the wallpaper produced in the 
United States. 

The whiter, lightweight papers seen in magazines, 
and elsewhere, probably contain Zopaque titanium 
dioxide produced by the Chemicals-Pigments- Metals 
Division. This pigment is also used in glassine, wax and 
other treated papers. The paper industry comes to this 
Division for Cadmolith red and yellow color pigments, too. 


Still another Division (Glidden Southern Chemical) 
makes rosins for paper sizing to fill pores, stiffen or 
glaze paper surfaces. In turn, Southern Chemical is 
an important customer of the paper industry — 
using by-products of paper manufacturing to produce 
terpene chemicals. 

Eye-catching labels and attractive packaging benefit 
from special varnishes and lacquers developed by the 
Paint Division which also makes special inks for 
printing posters. 

These are examples of how Glidden is serving the 
81,-billion-dollar— and constantly expanding — paper 
industry. And this is typical of the way Glidden grows 
with the growth industries it serves—through helping 
improve products, reduce their cost or develop new ones. 





CHEMURGY 


Naval Stores; Soybean Derivatives; 


Grain Merchandising 


1957 


PAINTS 


For Consumers; Product Finishes; 
Industrial Maintenance; All Surfaces 


CHEMICALS - PIGMENTS - METALS 


Pigments and Metal Powders 
for Industry 





DURKEE FAMOUS FOODS 


For Food Processors; 
Restaurants; Consumers 
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UNCLE Sam’s 3 R’s 


The House Education Subcommittee’s 
$2 billion five-year program of Federal 
aid for public school construction is one 
of the more controversial projects in the 
new budget but one upon which Presi- 
dent Eisenhower is very insistent. Its 
critics resist further encrochment of gov- 
ernment on the grounds that Federal fi- 
nancing will eventually spell curriculum 
control and dictate teaching methods or 
personnel, while the Administration con- 
tends that the periods of war and de- 
pression of the past 25 years have cre- 
ated a classroom shortage which re- 
quires emergency aid on a_ national 
basis. Past experience, however, sup- 
ports the belief that “emergencies,” 
whether in taxes or giveaway programs, 
become permanent once the machinery 
commences to function with public 


funds. 


The Subcommittee measure as drawn 
represents a mere $400 million per year 
but in principle it warrants serious con- 
sideration. There can be honest differ- 
ences of opinion about the ability of 
some communities to keep up with rapid 
growth rates or the capacity of low-in- 
come areas to provide better than in- 
ferior or minimal facilities or the wis- 
dom of Washington interference in what 
have been, until now, local decisions. 
There can also be honest doubt whether 
the need for assistance is 
widespread as alleged. 


as real or 


Specifically, the chief prop under the 
ery for school aid is the Office of Educa- 
tion’s estimated deficit of some 159,000 
classrooms as of October 1, 1956. On 
March 11th, Representative Ralph 
Gwinn (Rep., N. Y.), a member of the 
House Education Subcommittee, stated 
that officials of this agency conducted 
the survey with no thought that it would 
serve as the basis for asking appropria- 
tions and he further alleged that it was 
conducted in a slipshod manner, without 
any field check or contact with author- 
ized school officials. In many cases, esti- 
mates were, he said, filled in by the 
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Office of Education on their own initia- 
tive because returns were lacking. In 
short, his contention is that the estimate 
in question is valueless and that “Fed-_ 
eral aid and control is literally being 
thrust on the states in spite of them- 
selves, so far as the record or testimony 
goes.” 

William M. Adams, chairman of the 
Municipal Securities Committee of the 
Investment Bankers Association of 
America, told the House Subcommittee 
that the total sales of school bonds be- 
tween October 1, 1956 and January 31, 
1957 would, if projected for a full year, 
provide “over 96,600 rooms in addition 
to 69,200 rooms scheduled as of Octo- 
ber 1 for completion during the current 
school year. These figures show that 
there is no crisis in classroom construc- 
tion.” 


After Mr. Adams’ appearance before 
the Subcommittee, his IBA committee 
made a preliminary report of 267 school 
bond issues sold in March, totalling 
$226.6 million, subject to upward revi- 
sion. Furthermore, for the six months 
ended March 3lst there were 1,397 
school issues to the tune of over $1.1 
billion. Adding to this last figure the ap- 
proximately 30% of school construction 
funds usually obtained from sources 
other than bond financing, these sales 
should provide about $1.6 billion of con- 
struction. 


In the final analysis, without taking 
a position as to the desirability of Fed- 
eral aid in the schools or even admitting 
that it may be desirable in some areas, 
it appears that the Administration is 
attempting to embark upon a more 
grandiose program than warranted by 
the realities of the situation. Until our 
representatives develop a more frugal 
and appraising eye, the outlook for a 
worthwhile reduction in taxes will con- 
tinue remote. 


First QUARTER STANDOFF 


Business activity during the first 
quarter has been generally well main- 
tained. While there have been strong 


and weak spots, nothing of major ‘m- 
portance has happened to elate ‘he 
pessimists or frighten the optimists. ‘! he 
motor industry is running slightly ahead 
of last year but has not attained the 
flush levels so freely predicted by iop 
officials when the 1957 models were in- 
troduced. Lessened demand has slowed 
steel operations to around 93% in 
March and there are some predictions 
of a sub-90% level later. Residential 
construction in the 48 states, as reporied 
by the F. W. Dodge Corporation, fel! in 
February 7% below 1956 but overall 
construction contract totals for the two 
months are virtually unchanged from a 


year ago. Much of the steam has been 
removed from the boom by the realiza- 
tion that increased capacity can meet 


current demands promptly and that run- 
away price levels are not in prospect. 
Inventories are consequently being re- 
duced to normal to limit risk and re- 
duce capital needs. 

Industrial production is easing a bit 
after holding steady in January and 
February but employment and personal 
income have held up well. Even though 
scattered layoffs were reported toward 
the end of the quarter, more than 63 
million employed are receiving regular 
paychecks which, incidentally, contain 
less overtime than only a few months 
ago. Nevertheless, customers have the 
money to spend and retail figures show 
that they are willing to fill their normal 
needs without hesitation. There is, how- 
ever, evidence of growing reductance to 
go out on a limb for marginal luxuries, 
if that is a proper interpretation of the 
$319 million reduction in outstanding 
consumer credit totals during January 
and February. It is in this area especially 
that manufacturers of consumer dura- 
bles might feel the effects of this trend, 
if continued or accentuated. 

In this connection, the preliminary 
report of the 12th annual Survey of 
Consumer Finances conducted by the 
Federal Reserve Board with cooperation 
of the University of Michigan echoes an 
optimistic note of consumer psychology. 
Covering 2,700 of 3,000 spending units 
in 66 sampling areas, the consensus 1s 
that this group plans 1957 expenditures 
for motor cars, home improvemen! and 
maintenance, and furniture and appli- 


ances approximately equal to 1°56. 
There was less expectation of buying 
new non-farm housing, however. wtich 


may be due to higher price tag: oF 
lessened need for dwellings. While not 
infallible, these surveys in other 5 °ars 
have rather closely approximated a: ‘ual 
trends in the districts covered. 
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Several months ago, some expansion 
programs were deferred by major cor- 
porations, an action interpreted as her- 
alding a business recession. These 
proved to be isolated cases, however, 
and corporate spending has continued 
along normal lines in the first quarter 
as indicated by numerous pieces of fi- 
nancing. Observers now feel that the 
full year will work out quite close to 
estimates which will be equal to or 
ahead of the record 1956 total. Senti- 
ment, while not as ebullient as earlier 
in the expansion phase, remains quietly 
confident that business will continue 
without major dislocations in most lines. 
Adjustments may occur but less than 
record volume does not need to be syn- 
onymous with depression or recession. 


On the stock market front, a state of 
suspended animation has continued dur- 
ing the entire month of March. Buyers 
and sellers have been pretty much in 
balance. Volume has been negligible. 
probably there has been no 
news of sufficient significance to move 
the market from dead center. Construc- 
tive forces have stressed the absence of 
pressure and that no test of the mid- 
February lows has occurred. 


because 


While it is true that bear markets re- 
spond to strong évidence of impending 
or actual business 
health, some commentators insist that 
the bulls have the burden of proof on 


their side at the moment. As stated pre- 


deterioration in 


viously, business does not necessarily 
have to be facing a depression; there 
can be a middle ground where volume 
declines and profits are lower. If the 
main sources of buying demand in the 
economy have money to spend and do 
so, there is no reason for a slump but 
individuals can, and sometimes do, 
withhold their spending, bringing “ad- 
justments” in certain lines. Therefore, 
even though many good stocks have had 
substantial price correction, these people 
contend there is nothing in the way of 
nearby earnings turnabout which war- 
rants investment exposure until some of 
the economic kinks have been ironed 
out asd a firmer base established. Al- 
thous: Jast month’s market action has 
dissi;sied, for the moment, some of the 
February gloom, it has not converted 
the doubters into optimists. 


NEV VARKET YARDSTICK 

Silents of the stock market may now 
mak» use of the recently instituted 
Star ard and Poor’s Index of 500 com- 
mor stocks listed on the New York 
Stor’ Exchange, composed of 425. in- 
dusi: als, 25 railroads and 50 utilities. 
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It is claimed that this index is more 
representative than other measures of 
movement because it represents more 
than 90% of the total value of all listed 
common stocks on the Big Board, as 
well as a wider base. 

Through the miracle of electronic 
computation, the index is prepared each 
hour and it is alleged that its fluctua- 
tions will be more representative of true 
market ebb and flow than the traditional 
D-J averages. In the judgment of many 
market observers, the industrial segment 
of this latter group has been distorted 
over the years by stock splits and other 
adjustments, with the result that a sharp 








multiple point rise or fall in the average 
will not correspond with actual price 
variations in any of the component 
stocks. Under the new system, each 
stock is weighted for the number of 
shares outstanding, which more nearly 
reflects the importance of each company, 
and adjustments for splits or stock divi- 
dends are said to be simple. 
A A A 

@ An annual stockholders’ meeting via 
inter-city, large-screen closed-circuit TV 
was conducted by American Machine & 
Foundry Co. April 16. Chairman and 
president Morehead Patterson presided 
in Chicago and Gen. Walter Bedell Smith, 


vice chairman, at the New York session. 
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Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
— 
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1954 , 1955 , 1956 | 1957 | 1954 | 1955 | 1956 | 1957 1954 , 1955 , 1956 , 1957 
, ‘ 
— End of Month 
Mar. Feb. Mar. 1956-57 1951-55 1946-50 1941-45 1931-40 1919-1930 
1957 1957 1956 Range for Period 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. . - % 3.44 3.42 2.88 3.75-2.59 2.90-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) : 
6-Year Taxable Treas. —..__....__. % 3.39 3.37 3.00 3.76-2.67 2.95-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. — ceseaae te 3.30 3.30 2.99 3.64-2.77 3.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2's, 9/15/72-67 —._...__. cine. Oy 3.18 3.24 2.94 3.52-2.79 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Waewny 2%, 12/16/07 0 % 3.17 3.22 2.93 3.51-2.78 3.31-2.43 2.48-2.08 2.50-2.37 (a) (a) (a) 
3%s, 1983-78 % 3.28 3.28 2.97 3.45-2.87 (b) (b) (b) (b) (b) 
3s, 1995 X 3.26 3.26 3.02 3.45-2.96 (c) 
2. Corporate Bond Yields 
Aaa Rated Long Term _.....----.__?J % 3.66 3.66 3.14 3.82-3.07 3.44-2.65 2.91-2.45 2.88-2.59 6.76-2.70 6.38-4.42 
Aa Rated Long Term —_...___.__. - % 3.79 3.79 3.22 3.91-3.15 3.52-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated leas Tan - % 3.96 3.98 3.34 4.04-3.26 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term N 4.42 4.48 3.62 4.51-3.57 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. TaxExempt Bond Yields 
Aaa Rated Long Term N 2.86 2.83 2.33 3.05-2.17 3.18-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term Yi 3.12 3.13 2.53 3.33-2.37 3.24-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term _____.. % 3.40 3.40 2.84 3.75-2.72 3.35-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term _..__._. can % 3.93 3.99 3.29 4,.22-3.20 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series j 
I - % 4.31 4.31 3.97 4.44-3.90 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade — = ‘FR 5.00 4.99 4.63 5.05-4.49 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade N 4.14 4.07 3.72 4.30-3.69 4.02-3.45 3.92-3.27 (e) (e) (e) (e) 
Medium Grade —......__ =, 4.64 4.70 4.14 4.92-4.08 4.39-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 4 
SS Se aa 4.48 4.37 3.98 4.68-3.92 4.45-3.77 4.24-3.40 (e) (e) (e) (e) "i 
Medium Grade —._...____.___ % 4.79 4.77 4.30 4.84-4,25 4.87-4.17 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ~~~. _ $141.98 $138.53 $155.90 $158.98-138.53 145.67-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) -—...... 5.91 5.91 5.738 5.91-5.72 5.71-4.138  4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16 (f) 
125 Industrials—Yields —....0+-=- Es 4.16 4.27 3.68 4.27-3.68 6.84-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-8.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 


(d)—-Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 

















(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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All 
Visitors 


Ashore! 













Paul Radkai 


It's time for the last “Bon Voyage.” The happily excited travelers, 
an out-of-town couple, are off fora long anticipated, leisurely tour of 
Europe. While they are away, they will continue to be secure in the 
knoy ledge that their investments will be wisely managed. The FIRST 
Like many other prudent investors, they have found our Invest- NATIONAL CITY BAN 
ment Advisory Service by far the most satisfactory method of handling of Ne York K 
Of New £07 


thei- portfolio. (As a matter of pleasant, but not necessarily vital, fact 


Mr. Leo Denlea one of our Trust Company executives, is seeing Investment Advisory Service is 
the off.) Administered by our Affiliate: 

We can’t, of course, guarantee any grand tours, but if you would CITY BANK FARMERS TRUST COMPANY 
like to know more about our complete, continuing personal investment 22 William Street, New York 5 





maagement, write for a free copy of “How TO GET THE MOST OUT OF 


2 INVESTMENTS. Member Federal Deposit Insurance Corporation 








ULTIPLE COMMON TRUST FUNDS 


For Varying Beneficiary Needs 


PAUL D. REMINGTON 


Vice President, Fidelity Trust Company, Pittsburgh, Pa. 





Since the ’20s we have been inviting con- 
sideration of the advantages of the com- 
posite or “common” trust fund idea not 
simply to the trustees of small accounts but 
even more to the 
beneficiaries. One of 
the most frequent 
arguments given us 
by conscientious 
trustmen was that 
“each account has 
different abilities 
and needs (or de- 
mands and supplies) , 
so no single invest- 
ment facility can accommodate all as they 
merit” Fixed and variable-yield 
securities have their better and badder times, 
and there should be some means by which 
the gamut could be run anywhere between 
a tax-exempt bond account and an all-stock 
investment. The Fidelity Trust Company has 
provided this adaptability for its accounts. . . 

Editor’s Note 








E REGARD COMMON TRUST FUNDS 
W:. the most important tool ever 
developed for the investment of trust 
funds. Through their use the trust com- 
pany can provide a better investment 
management service for small and me- 
dium sized trusts at less cost to itself. 


Properly used, a common trust fund 
soon grows to become the largest single 
fund and as such must receive constant 
daily supervision that could not possibly 
be applied individually to the many ac- 
counts invested therein. 


The common trust is not a fund which 
a trust company manages to establish 
a record proving its superiority in the 
investment of money. This is a mis-con- 
ception many people hold, as revealed 
when they make statements that the 
market is “too high to start a common 
trust fund now.” To earn a living for 
the beneficiaries, the corporate fiduci- 
ary has the constant problem of invest. 
ing money whether the market is too 
high or not. The fiduciary must make 
an investment decision whether it has 
a common trust fund or not. Judgment 
as to the level of the market should in- 
fluence the investments in the common 
trust fund but is extraneous to the ques- 
tion of establishing it. 
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Test of Current Standing 


The investments owned by the com- 
mon trust fund must always reflect the 
current investment thinking and policies, 
and because new trusts are constantly 
becoming participants the portfolio must 
always be invested in the manner in 
which the corporate fiduciary would in- 
vest a new trust account if it had no 
common trust fund. Thus, the percentage 
held in common stocks must always be 
kept in line with the institution’s current 
thinking for the investment of new trust 
funds. Individual items held should con- 
form to present purchase policies: an 
investment bought ten years ago, but 
not on the current approved purchase 
list, should be eliminated. The fact that 
the common trust fund holds the item 
at a low cost price is not a considera- 
tion for retaining it, because all the new 
participants will acquire that item at its 
present value. 


The application of these principles will 
require a great deal of consideration in 
establishing investment policy and mak- 
ing individual decisions. However, a 
decision once made is carried out with 
ease and applies instantaneously to all 
accounts participating in the common 
trust fund. 


Without the common trust fund, pol- 
icy and decisions can be applied only 


laboriously over a relatively long period 
of time, and at great expense to the trust 
institution. With the common trust fund 
trust institutions can afford more or 
better personnel at the level where pol- 
icy and decisions are made, because of 
the savings possible at the level where 
policy and decision are carried into 
execution. 


The Original “Balanced” Fund 


Our company started its first com- 
mon trust fund in February 1947 and 
since then has found a need for three 
additional different kinds of 
trust funds. 


common 


As this was a new venture for us, and 
our officers and trust committee had the 
usual misgivings about the whole idea, 
it was decided that the first common 
trust fund would be a discretionary fund 
for the use of trusts granting the trustee 
discretionary powers. After Common 
Trust Fund #1] had been in operation 
only a few months, its usefulness both 
to the trusts participating and to us was 
so obvious that seven months later we 
started Common Trust Fund #2 which 
is for the use of trusts limited to in- 
vestments considered legal in Pennsyl- 
vania. 

During the next few years in consid- 
ering different trust accounts for parti- 
cipation in Common Trust Fund #1 we 

































































“E” Diversification of Assets at Each Year End 
| 
30 4 
25 
Millions | 
of 20 
Dollars 
15 ptt 
Total Fund i... Common Stocks 
10 i Cag 
5 eae Co Per si , ae : 
boo ‘ Fixed income Securities - 
Year Ended . 
j ly 31 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 
Fixed Income “a 
haa $ 1.6 2.5 3.2 44 46 6.1 6.2 74 | 103 [113 
Total ee 
he ange k Sa i 4s 6.2 82 | 11.2 | 114 | 172 | 250 | 3c 






































From annual report (July 31, 1956) of Common Trust Fund #1. 
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found many instances where the com- 
mo trust fund principle was peculiarly 
adapted to the account but where the 
fixed income investments held in Com- 
mor Trust Fund #1 were not suitable 
for the account. We then made a survey 
of cur trust accounts and found that a 
common trust fund containing only 
common stocks would be very useful to 
us. Because Common Trust Fund #3 
has aroused interest among other insti- 
tutions as to its proper use, it seems 
appropriate to list some examples of the 
type of trusts now participating in it. 


1. Some are large trusts, which may 
be $400,000 to $500,000 in size, for 
which we had been trustee many 
years prior to the establishment of 
this Common Trust Fund. For the 
most part they were properly invested 
as to division between common stocks 
and fixed income, and held some com- 
mon stocks which we regarded highly, 
and which were held at very low cost 
prices. However, these trusts contain- 
ed one or two large investments in 
common stocks which we did not 
favor or a large collection of small 
investments which may or may not 
have been appropriate to the account. 
Past hesitation in selling these be- 
cause of the problem of getting proper 
diversification in common stocks on 
reinvestment has been’ eliminated 
through the use of Common Trust 
Fund #3. 








Good news in the mail from Detroit Edison! 


2. There are a number of trusts 
which have large holdings in family 
corporations which the family wishes 
to retain. The balance of the account’s 
funds for participation in common 
stocks achieve a much broader divers- 
ification than would otherwise be pos- 
sible. 


3. Many trusts of less than $100,- 
000 which are entirely invested in 
Common Trust Fund #3 because other 
trusts or other investments held by 
the family suggested the advisability 
of putting the trust entirely in com- 
mon stocks. 


4. It has been quite useful in in- 
surance trusts which previously had 
been inactive because the donor was 
still living. The donor had been con- 
sulting with our Investment Depart- 
ment on his personal investments and 
we saw a need to have them integrated 
with his estate planning. By funding 
the insurance trust and investing the 
money in Common Trust Fund #3 we 
have been able to provide valuable 
service for these people. 


5. Many of our customers have 
wished to create small trusts for their 
grandchildren, through the use of the 
annual exclusion, which could be used 
for their future education or other 
needs. In most cases it was their wish 
that such money be invested only in 
common stocks and Common Trust 
Fund #3 was able to provide adequate 
diversification for relatively small 
sums of money. 


In Detroit, mailman Clayt Bartlett has finished delivery of 
Detroit Edison’s 1956 Annual Report. He’s happy, because he’s 
a stockholder, too, and has already studied his copy. 


“‘Makes good reading,”’ says Clayt. ‘“Look here—Edison’s utility 
revenues were $236,722,789 in 1956. That’s a new high for the 
Company. Earned $2.45 a share, and declared $1.85 a share for us 
stockholders; 20 cents more than in ’55. Hasn’t missed a quarterly 
dividend in 48 years. And capacity increased nearly 300,000 kilo- 
watts—totals 2,841,000 kilowatts now. 


“That’s just off the top of the report. There’s lots more—about 
the increasing industrial growth of Michigan, the new Enrico 
Fermi atomic power project, and other additions to generating and 
transmission equipment. Makes good, sound investment reading.” 


Like a copy? Write the Treasurer... @ 


THE DETROIT EDISON CO. 


Detroit 26, Michigan 


Investing in a better future 
for Southeastern Michigan 
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Tax-Free Bond Fund 


A number of years ago we began to 
see the need for providing adequate di- 
versifcation for small sums of money 
in tax free bonds. This led to the estab- 
lishment of Common Trust Fund #4 in 
1956. Examples of types of accounts 
using this Fund are: 


1. Large trusts where the sum of 
money available for investment, through 
a bond maturity or otherwise, would 
not permit the purchase of a block of 
bonds which would be readily market- 
able. Through the use of Common Trust 
Fund #4 amounts of money aggregating 
less than $5,000 can be kept invested in 
tax free bonds. 

2. There are several trusts varying in 
size from $50,000 to $100,000 where the 
remainder is to a charitable institution 
and where the |:fe tenant’s requirements 
call for tax free income. 


3. Trusts which exceed $100,000 in 
size but are usually less than $500,000 
in size, and which are largely invested 
in common stocks wi‘h a low cost basis, 
have comparatively small sums available 
from time to time which should be in- 
vested in tax free bonds. Common Trust 
Fund #4 provides this medium of in- 
vestment with diversification both as to 
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obligor and maturity which could not 
otherwise be acquired. 


Common Trust Fund #1 is used as 
the medium for small or moderate sized 
accounts where we have been granted 
discretionary investment powers. There 
are no arbitrary rules as to what trusts 
can or cannot participate, but there is 
a strong tendency to limit its use to 
those trusts where presently or eventu- 
ally it should be the only investment 
owned by the trust. However, we do 
not limit its use to trusts of less than 
$100,000. There are many instances of 
larger trusts to which the investment 
policies of this Fund are particularly 
adapted. Use of the Fund enables us to 
keep the major portion of the trust 
under much closer supervision than 
would otherwise be possible. 


When the trust account approaches 
$150,000 to $200,000 in size there is a 
strong tendency not to use this Fund as 
our investment policy here is designed 
for beneficiaries of ordinary circum- 
stances. At present, due to peculiarities 
of Pennsylvania tax laws, particularly 
in Pittsburgh, we consider the most de- 
sirable fixed-income investments to be 
the tax-free ones we are using. The fact 
that they provide income free of Federal 
Income Tax is not the important consid- 
eration in their use. Our current policy 


calls for about 60% of Fund #1 to be 
in common stocks and 40% in preferred 
stocks and bonds. There are now 924 
accounts participating in the Fund of 
which 480 are entirely invested in it. 


The “Legal” Fund 


Common Trust Fund #2 was started 
in September 1947 for the use of those 
accounts where our powers limited us to 
investments considered legal for fiduci- 
aries in Pennsylvania. The important 
restriction imposed by law is that not 
more than one-third of the Fund can 
be held in common stocks, and our pol- 
icy has been to restrict the holding to 
30%. This Fund probably has been of 
more service to the accounts concerned 
and to us than any of the other Funds. 
With the exception of a few large ones, 
all guardian accounts and all cemetery 
trusts are entirely invested in it, as well 
as small and medium-sized trusts limited 
to legals. We have not restricted its use 
to accounts requiring legal investments. 
There are a number of instances of 
trusts with discretionary investment 
powers where Fund #2 is used because 
the more conservative investment bal- 
ance was needed. There are now 1071 
participants (of which 814 are wholely 
invested in this Fund) most of them of 
such size that diversification would be 
impossible without use of a common 





investors. 


operation with such clients. 


CHICAGO 








Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
yeats as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 


BOSTON 
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trust. Before we had this Fund these 
accounts owned Government bonds: 
now they are able to have an ownersh?p 
in a broad list of common and pre- 
ferred stocks and bonds. The increase 
in income and preservation of values 
has been accomplished without undue 
risk to the accounts, and has enabled us 
to handle them more cheaply than be- 
fore. 


v 


Fund for Full Equity Use 


Common Trust Fund #3 began opera- 
tion in August 1952 when we felt the 
need for the use of a broad list of equi- 
ties which we presently limit to fifty 
issues of what we consider the most de- 
sirable aggressive type of common 
stocks. The Plan gives the Trustee full 
discretion, but by announced policy we 
have limited common 
stocks. If our policies call for a reduc- 
tion in common stock ownership, it will 
be carried out by the sale of units from 
individual accounts rather than by 
changing the nature of the Fund’s in- 
vestments. 


investments to 


Carrying out the idea that this Fund 
is a tool for the use of trust accounts, 
we have made a conscious effort to keep 
out of it the so-called conservative or 
defensive type of common stocks such 
as utilities and bank and _ insurance 
stocks. We have also made a conscious 
effort to avoid investment too heavily 
in the low yield growth-type stocks. We 
believe it should provide a yield in keep- 
ing with the various industrial stock 
averages, but expect it to be subject to 
wide fluctuations in value. 


Sometimes, because of peculiar cir- 
cumstances, this Fund may be the only 
investment in a trust account. In most 
cases a trust—whether large or small— 
will have only a portion of its invest- 
ments in it with the balance in tax-free 
bonds and perhaps individual invest- 
ments in the defensive type of common 
stocks. 


This type of Fund has certain limita- 
tions. We have sometimes excluded trusts 
for minors or others which will have a 
relatively short duration (perhaps five 
or six years) when the purpose of the 
trust would be defeated by the require- 
ment to liquidate the investment, pay a 
capital gains tax and turn over cash to 
the beneficiary. We are also seriously 
handicapped by the method in which 
capital gains taxes within the Fund are 
treated. This problem was discussed in 
an article by Charles F. Zukoski, Jr. in 
the September 1956 issue of this maga- 
zine. Despite these problems we heve 
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EARNING RATE ON INVESTED 
LIFE INSURANCE FUNDS 


Net Earning Rate Before and After 
% Federal Income Taxes % 





2.90 


2.80 


} 2.60 
1936 


1956 


INSTITUTE OF LIFE INSURANCE 
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found it a very useful tool. Fund #3 
currently has 202 different trusts parti- 
cipating of which 54 are accounts hav- 
ing no other investment. 


Tax-Free Investments 


In February 1956 we _ established 
Common Trust Fund #4 to provide an 
investment medium producing tax-free 
income. Used in combination with Fund 
#3 it also can produce a balanced port- 
folio. The limitation to $100,000 will 
restrict its use in that way to only a few 
trusts, but we have a number of me- 
dium-sized accounts (86 participants of 
which 4 are fully employed) where it 
is desirable to produce tax-free income 
either because of outside income or be- 
cause of the way in which other larger 
trusts for the same beneficiaries are in- 
vested. It also is used in larger trusts 
where a relatively small portion of the 
total trust is available for investment in 
tax-free bonds. 


It is our belief that it will be useful 
in any size trust where tax-free income 
is desirable, but where the potential total 
available for that type of investment will 
not permit adequate diversification in 
individual issues. The problem of ade- 
quate diversification is important be- 
cause our policy in this regard is to 
seek above average yield rather than 
issues given high quality ratings by in- 
vesiment services. We avoid the use of 
thi: Fund in trusts large enough to ob- 
tain their own diversification. 


» facilitate the investment manage- 
met of the Common Trust Funds, each 
of ‘hem is assigned to an officer in the 
Investment Department who acts as 
Fed Administrator, with bookkeeping 
ar. valuation details performed by a 
C:-.mon Trust Fund Section. At present 
th. consists of an accountant and two 
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typists who keep the books, prepare the 
valuation, make up all entries for pur- 
chase and sale of units and for distribu- 
tion of income to participants. 

We are currently managing two ac- 
counts for charitable organizations 
which must maintain many separate 
funds and these are handled in a man- 
ner similar to the common trust fund 
concept. The bookkeeping and other de- 
tails for these accounts are also handled 
by this section. 


Savings and Benefits Mutual 


We do not have any cost analysis 
which can prove by figures that the com- 
mon trust funds are saving money for 
us. However, we do know that they have 
eliminated a lot of labor at the level of 
cutting coupons, handling dividend 
checks and preparing the entries. The 
only addition to our staff because of 
the common trust funds has been the 
three people in the Common Trust Fund 
Section. We know that without the 
Common Trust Funds the total of 2,283 
accounts which are invested in them 
would require several additional ac- 
count managers in the Investment De- 
partment plus additional clerical person- 
nel to handle the myriad details imposed 
by individual investments in that many 
accounts. 


We also know, by comparison with 
accounts which have refused to use the 
Common Trust Fund, that the invest- 
ment performance of accounts in the 
Common Trust Funds has been far supe- 
rior. By investment performance we 
mean the appreciation of the principal 
that has taken place without undue risk 
and the satisfactory income produced 
at the time of investment and which has 
increased consistently from year to year. 
These statements are made humbly since 
the comparison is only of our own ex: 
perience with two different approaches 
to the investment of trust funds. We 
recognize that each trust company will 
have different needs for common trust 


funds. 


We hope this review of our experi- 
ences with various kinds of common 
trust funds may stimulate further think- 
ing on the development of the common 
trust fund concept and perhaps help 
others who have not yet established any 
common trust funds. 


A A A 


@ About 40% of the 1,066 companies 
whose shares are listed on the New York 
Stock Exchange have in the last 10 
years adopted plans permitting ten or 
more employes to buy stock, the Ex- 
change has reported. 
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The jungle yields to the power of man armed with modern science and ma- abot 
chinery. In the wasteland skilled men of Middle and North America are together | aver 
creating banana plantations and thriving communities. Well-equipped, airy Dep 
schools bring the full benefits of education to the children of the workers, mold- lure 
ing the good citizens of tomorrow. gori 
This practical guidance will fit these youngsters for the tasks ahead, operating THIS LIVING CIRCLE T 
farms, railroads and docks that their fathers carved from the jungle. They will STRENGTHENS THE AMERICAS P| quir 
inherit a strong economy, linking the rich lands of the Americas with the mar- United Fruit Company has been serving mt 
kets of the world. The crops of today bring the dollars, machines and manufac- _ gi ae both gag ar 
tures to make that bright future a reality. ease, developing human skills, helping ain 
The Living Circle of trade and communication guards the prosperity of the by research, new techniques and trans- fe. 
Americas. This free way of life offers the only true security against communist ee ee tor t 
aggression. and expediting communications. meth 
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Natural Resources — 


(uR WATER PROBLEM 


PART 4: INVESTMENT IMPLICATIONS OF RISING NEEDS 


} JN THE MAIN LOBBY OF THE DEPART- 
] ment of Commerce Building in Wash- 
‘ington is mounted a large speedometer- 
type register which shows the estimated 
} population of the United States. Every 
) 12 seconds the last number on the right 
iof this register changes to record the 
net addition of one more person. A few 
weeks ago it read 170,000,000. The dem- 
ographers estimate our population at 
about 210 million in 1975. 


The resulting demand for goods and 
services is certainly one of the major 
supports underlying the economy today. 
Markets for food, clothing and shelter 
would seem especially closely tied to 
population growth. But even within these 
categories of necessities, unforeseeable 
changes in consumer tastes and buying 
habits will deny the full benefit of this 
expanding market to many _ products. 
There are few, if any, commodities so 
basic to life, and for which expanding 
demand promises to be as certain and 
relentless, as water. 


Demand—and Multiple Demand 


According to estimates of the United 
States Department of Commerce, Water 
and Sewerage Industry and Utilities Di- 
Vision, total water use in the United 
States is estimated to increase from 
about 262 to 453 billion gallons daily 
average between 1955 and 1975. The 
Department’s figures for past and fu- 
lure years according to major use cate- 
gories are set forth in Table I. 


This increase in water use will re- 
quire “omense capital investment. Let 


us firs! consider just one of the cate- 
gories of expanding use set forth in 
Table | — public water supplies.* 

*The rm “public” water supplies or systems is 
= in -his article to denote supplies or systems 
or bro multiple customer public utility use as 
contras ' with self supply. It does not refer to 
es financing, and includes publicly owned 
nd privately owned utilities plus construction by 
Teal esinic developers. 
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As our population increases to about 
210 million by 1975 the Commerce De- 
partment estimates that the number of 
people living in communities will in- 
crease to about 163 million versus about 
126 million in 1955. It is also estimated 
that by 1975 about 91% of these people 
will be served by public water supply 
versus about 84% in 1955. Thus popu- 
lation served by public supply is be- 
lieved likely to increase from about 111 
million in 1955 to about 149 million in 
1975. Furthermore, per capital consump- 


Sea water intake at the Freeport, Texas plant of The Dow Chemical Company where sea 
water is processed to obtain magnesium, the world’s lightest structural metal. 





tion is also rising, with more bathing 
facilities in the typical home, more 
water-connected kitchen and laundry 
equipment, more lawn sprinkling and 
more air conditioning units. 


According to Commerce Department 
estimates, water use per person served 
by public supply systems was about 142 
gallons per day in 1940, is about 155 
gallons today and is likely to rise to 
about 200 gallons by 1975. Thus with 
an estimated population of 149 million 


people by 1975 to be served by public 





Year 
1930 
1910 
1920 
1930 
1940 
1950 
1955 
1960 
1965 
1970 
1975 





TABLE I 


Estimated United States Water Use 


(billions of gallons daily average) 


— Self Supplied Use 


Public Industrial 
W ater & 
Irrigation Supplies Domestic Miscellaneous 
20.2 3.0 2.0 10.0 
39.0 4.7 Pe 14.0 
55.9 6.0 2.4 18.0 
60.2 8.0 2.9 21.0 
71.0 10.1 3.1 29.0 
100.0 14.1 4.6 46.6 
119.8 17.0 5.4 60.0 
134.9 22.0 6.0 71.9 
148.1 25.0 6.5 87.7 
159.0 27.8 6.9 103.0 
169.7 29.8 72 115.4 


Steam 
Electric 
Power 


5.0 
6.5 
10.0 
18.4 
22.2 
38.4 
59.8 
77.6 
92.2 
107.8 
131.0 





Total 
W ater 
Use 


40.2 

66.4 

92.3 
110.5 
135.4 
203.1 
262.0 
312.4 
359.5 
404.5 
453.1 
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supply, about 29.8 billion gallons will 
be required for this one use. But even 
this immense call on public supply is 
less than one tenth of our total water 
use shown in Table I. 


Calling All Idle Dollars 


What will this expansion mean in new 
capital expenditures? For public water 
supplies alone the Department of Com- 
merce has projected the need shown in 


Table II. 


TABLE II | 
Projected Public Water Supply Construction 
1955-1975 
(In millions of 1954 dollars) 

Projected 
Purpose Need 
To eliminate present 
deficiencies DARE nei $ 4,051 
To offset obsolescense and 
depreciation —____. 6,151 
For growth in population 
aan wer une 9,120 
Total $19,322 


Especially since 1954 dollars, which 
were used in Table II, have declined 
slightly in purchasing power in the last 
three years, the projection expressed in 
Table II indicates an average expendi- 
ture of about $1 billion per year for 
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public water supply between now and 
1975 or about twice the rate estimated 
for 1950-1954. 


Assuming average annual expenditure 
for public supply of $1 billion between 
now and 1975, one would normally ex- 
pect the latter years of this period, when 
the expanding base is larger, to run 
heavier than the average $1 billion 
annually indicated for the period. How- 
ever, because of the need to make up 
for earlier underinvestment, it is pos- 
sible that the near-term years will equal 
or exceed this $1 billion annual average, 
depending on how soon a strong attempt 
is made to correct existing deficiencies 
in public systems. Figures in Table III 
indicate that expenditures are fast ap- 
proaching the $1 billion rate. 


TABLE Il 


Annual Public Water Works Construction 
Dep’t. of Commerce Estimate 


(In Millions of Dollars) 


*tentative 
Year Expenditures 
1953 510 
1954. S50 
1955 780 
1956 850 - 880* 
1957 900 - 1000* 


And Sewerage Facilities 


But bringing increased public water 
supplies to a growing population is 
only half the problem. Actually in terms 
of capital expenditures it is less than 
half the problem of public water supply, 
because public sewerage systems to 
properly dispose of the water are pro- 
jected to cost even more than the water 
systems themselves. 


After allowance for depreciation in 
dollar purchasing power since 1954, 
Table IV totals point toward about a 
$1.15 billion average annual expendi- 
ture for public sewerage systems be- 
tween now and 1975, almost twice the 
average for 1950-1954. 














TABLE IV ‘ 
Projected Public Sewerage System " 
Construction 1955-1975 
Dep't. of Commerce 
(In millions of 1954 dollars) 
Projected 

Purpose Projected ‘eed 

To eliminate present 
Eee $ 5,80: 

To offset obsolescence and 

depreciation 8,100 . 
For growth in population 

@na water use ...... . > 8,306 

RUN et Rs $22,200 
af 
Where the Money Goes 

Where will this money go? Who will 
benefit from these large expenditures? 
For the year 1952 the Water and Sewer- 
age Industry and Utilities Division of 
the Department of Commerce developed 
estimates of construction outlays for 
these purposes, which embraced expense 
break-downs for various materials, labor 
and equipment. If future expenditures 
follow the same pattern as 1952 esti- 
mates, it would mean that the $1 billion 
projected annual expenditure for public 
water systems would be divided into 
about $120 million for treatment plants 
and $880 million for supply impound- 
age, transmission, storage and distribu- 
tion. Continuation of the 1952 pattern 
for sewerage construction would mean 
that the $1.15 billion projected annual 
expenditure would go into about $173 
million for treatment plants and $977 
million for collection. 

Here are some additional projections | 
based on the assumption that distribu- | 
tion of future expenditures will follow 
about the same pattern as those estima- 
ted for 1952. 

Average annual expenditures in 1957- | 
1975 of about $1 billion for public 
water systems will be approximately: 

' 


a) $272 million for direct labor 
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TABLE V 


Projected Average Annual Public Water and Sewer Construction Demand 
for Major Types of Materials, Period 1957-1975 


(In Millions 


Material 


Castings, iron & steel 


Oe ee ee ee ae Seen 


Pipe & fittings, cast iron 


Pipe & fittings, wrought iron and steel __ 
copper and other non-ferrous metals ___. 


Pipe, 
Pipe, 
Pipe, clay hy 

Pine, mOmewete” oe 
Steel, reinforcing 
Steel, structural 
Tanks and towers _.. 


asbestos cement* 


of Dollars) 


Electrical equipment (motors, generators 


apparatus) 
Pumps and pumping equipment 


Sewerage waste treatment equipment —_ 
Water meters, regulators, gauges 
Water softening & treating equipment ___ 


Brick and hollow 
Cement aes 
Sand and gravel __. 
Lumber 
Paving 


material 


*May increase further at the expense of steel and 


Public Public 

W ater Sewerage Total 
es $ 8.14 $ 17.61 $ 25.75 
61.27 5.82 67.09 
edi: 126.68 18.13 144.81 
50.81 4.46 55.27 
15.88 3.04 18.92 
48.41 6.11 54.52 
49 37.29 37.78 
16.42 39.19 55.61 
12.20 54.22 66.42 
6.54 23.49 30.03 
27.09 ae 27.42 
cm 5.03 6.44 11.47 
22.00 33.12 5312 
— 42.49 42.49 
58.90 3.90 62.80 
20.04 —— 20.04 
Sly 10.81 15.98 
10.38 74.50 84.88 
9.94 63.06 73.00 
5.69 27.81 33.50 
9.24 48.09 57.33 


east iron pipe. 





b) $164 million for overhead 
charges such as heavy equipment use 

c) $16 million for supplies such as 
fuels, explosives, small tools, etc. 


d) $548 million for materials and 
operating equipment. 


Average annual expenditures in the 
same period of about $1.15 billion for 
sewer systems will break down approxi- 
mately : 


a) $347 million for direct labor 


b) $224 million 
charges 


for overhead 


c) $26 million for supplies 


d) $553 million for materials and 
operating equipment. 


Investment Implications 


How the investor benefit from 
these expenditures? The _ installation 
contractors are too small to attract insti- 


can 





tutional or public investment. The use 
of heavy machinery mentioned in over- 
head figures will provide some support 
for such manufacturers as Caterpillar 
Tractor, Le Tourneau division of West- 
inghouse Air Brake, Mack Truck and 
others. But water and sewer works de- 
mand will still be a very incidental part 
of the market for most earth moving 
and construction machinery. 


As indicated above. about half of the 
projected expenditures for public water 
and sewerage systems are for materials 
and operating equipment. What are these 
materials which will probably exceed 
$1 billion per year in 1957-1975? 

The Commerce Department 1952 
break-down shows about 40 classifica- 
tions of materials and operating equip- 
ment. Because of this diversity of de- 
mand it would appear that few, if any, 
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major industrial companies are likely 
to be tied primarily to expansion in the 
public water and sewer area. Instead, it 
would seem that although growth would 
contribute helpfully to volume of many 
companies, it will be the dominant factor 
in only a limited number of companies 
large enough to be classed as “medium 
sized” by usual investment yardsticks. 

Table V presents a list of materials 
and operating equipment which would 
fall into the $10 million* per average 
year category, based upon the $1 billion 
public water systems and $1.15 billion 
sewerage works previously projected on 
an annual basis. The projections further 
assume that the same general pattern 
as estimated by the Commerce Depart- 
ment for 1952 will continue. 


There are two important points in 
considering Table V: 

(1) These expenditures represent a 
fairly near term expectation and about 
100% increase over those of only four 
years ago. 

(2) These represent only public water 
and sewerage works. Water demand 

*There are 19 additional categories of materials 
and equipment detailed in the Commerce Depart- 
ment report on 1952 construction which are not 
enumerated in Table V because public water and 
sewer construction demand for each of them does 


not seem likely to exceed an average annual level 
of $10 million during the period 1957-1975. 
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from self-supplied domestic, industrial 
and steam electric users will probably 
involve an increase of ten times as many 
gallons per day as that required for 
public systems. (See Table I.) 


Non-Public Sources Face Expansion 


These self-supplied users will also 
have to spend immense sums for ade- 
quate water and disposal systems. Ma- 
terials and equipment for additional 
self-supply will be substantially similar 
to those in Table V for public systems. 

It is difficult to estimate how spend- 
ing in the near future for self supply 
will compare with that in the recent 
past. It should, however, increase fairly 
rapidly. Increasingly larger total invest- 
ment in such systems will require accele- 
rated outlays to offset depreciation and 
obsolescence. 

Secondly, industrial systems have con- 
siderable need to eliminate present defi- 
ciencies, particularly for proper disposal 
to avoid excessive stream pollution. 

Thirdly, steam electric plant use of 
water promises to increase at an accele- 
rating rate. Also, greater demand will 
require deeper wells and generally more 
expensive systems per additional gallon, 
to reach and develop diminishing sup- 
plies of available water. 

These factors will combine to require 
larger future expenditures for self sup- 
\ply as compared with the recent past. 

' Industrial water needs are generally 
not as exacting in terms of quality as 
those for public supplies. It would there- 
fore probably not be appropriate to 
multiply the figures in Table V by 10 
to reflect the ten-fold greater need for 
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—From The Dow Chemical Co., Texas Division, Freeport, Tex. 


increased self supply as compared with 
projected increases in public supply. It 
would, however, appear realistic to 
apply a multiplier of at least five to most 
of the figures in Table V to reflect con- 
struction needs for domestic, industrial 
and steam electric plant self supply. 


Possible Beneficiaries of Expansion 


What companies are interested ob- 
servers of the potentials in this growing 
area of activity? We can dismiss mate- 
rials like sand, gravel and bricks sup- 
plied by small local concerns but lumber, 
cement, structural and reinforcing steel 
are produced for very broad markets, 
primarily by large companies. Addition- 
ally, numerous other companies over a 
broad range of activities, as shown in 


Table VI, should be beneficiaries of 
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expansion. This list is by no means com- 
plete. 


Chemicals 


TABLE VI 


American Cyanamid 


Dow Chemical Co. 
Water & Waste Treatment Equipment 


Allis-Chalmers 

Chain Belt Co. 
Dorr-Oliver, Inc. 

Dresser Industries, Inc. 
Food Mach. & Chem. Corp. 
Permutit Co. 

Worthington Corp. 













Cooling Towers 


The Marley Co. 
The Fluor Corp. 
Foster- Wheeler 
Valves, Gauges & Filters 
American Machine & Metals, Inc. 
Crane Co. 
Permutit Co. 
Walworth Co. 
Steel Pipe & Tanks 


Armco Steel Corp. 
Bethlehem Steel Co. 
Republic Steel Co. 
United States Steel Co. 

Plastic Pipe 
Dow Chemical Co. 
Republic Steel Co. 

Cast Iron Pipe 
U. S. Pipe & Foundry Co. 

Pumps 


Allis-Chalmers 
Fairbanks-Morse & Co. 
Food Mach. & Chem. Corp. 
F. E. Myers & Bro. Co. 
Worthington Corp. 


Meters 


Neptune Meter Co. 
Rockwell Mfg. Co. 
Worthington Corp. 


Protective Pipe Coatings 
Allied Chemical & Dye 

Transmission Line Couplings 
Dresser Industries, Inc. 
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Type 


Predominantly Single Purpose Projects 
Flood Control 


Navigation Facilities 


Proposed. Legislation 
Power Transmission Facilities 














TABLE VII 


United States Government Budget Expenditures for Water Resources 
and Related Developments 


(In millions of dollars by fiscal years) 


Beach Erosion Control 
ee eee Dacre 


Total Predominantly Single Purpose Projects 


Multiple Purpose Dams and Reservoirs 
With Hydroelectric Power Facilities 
Steam Electric Plants, T.V.A. 


Waste Treatment, Public Health Service Grants 


1956 1957* 1958* 
*Estimated 

pee Asan 174.7 220.9 274.7 
2 eee SS 2.2 S 4 
83.7 93.3 102.8 
83.6 175.1 206.0 
ee hae 344.2 489.8 583.9 
ses arse 204.4 175.9 186.7 
Ca ee 44.3 54.2 74.9 
eo Se ee 3.0 
Pk Le ay & | 59.8 65.9 
7.0 62.0 
oe 650.0 786.7 976.4 


Total Water Resources and Related Development 














Cooling Towers Aid Conservation 


A consideration of water needs for 
expanding industrial uses would not be 
complete without special mention of 
cooling towers. It has been estimated 
that about 40% of water in industry is 
for cooling purposes. If recirculated 
through a cooling tower and reused, de- 
mand for new water is drastically re- 
duced as each “recycling” through the 
tower returns about 95% of the water 
so cooled. 


Water conservationists frequently cite 
as an example the Kaiser Steel plant 
at Fontana, California where finished 
steel is produced with about 1,400 gal- 
lons of water per ton of steel versus 
an over-all industry use of about 65,000 
gallons per ton. The difference is mostly 
due to efficient cooling tower use. 


Demand for large industrial cooling 
towers currently spells industry sales of 
about $30 million per year. This com- 
pares with some $20 million volume in 
1950, $10 million in 1945 and around 
$5 million in 1940, While sales are re- 
lated to new plant construction, it ap- 
pears likely that growing need for con- 
servation will continue to accelerate de- 
mand for towers faster than expansion 
in industrial activity. 

While municipally owned systems are 
by long odds the dominant factor in 
water supply, some of the privately- 
Owne’ companies are sizeable and im- 
porta::t. Probably the two most import- 
ant rom an investor standpoint are 
American Water Works Co. and Hack- 
ensacx Water Co., both listed on the 
New York Stock Exchange. In the un- 
listed markets, General Water Works 
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Corp. and Scranton-Springbrook Water 
Service Co. are also known to investors. 


Collateral Businesses Feel Impact 


It is difficult to define the bounds of 
what one means by water development. 
For instance, major suppliers of plumb- 
ing fixtures like American Radiator and 
Standard Sanitary Corporation are 
closely involved with expanding need 
for water. On the other hand they are 
probably more identified with general 
building activity, especially home con- 
struction, than with water systems per se. 

Another example of how water re- 
sources development blends with other 
types of activity is found in the Budget 


Bureau’s compilation of Federal “ex- 


penditures for water resources and re- 
lated developments” as shown in Table 
VII. 


Some classifications of Federal ex- 
penditures for water and related devel- 
opment, such as power transmission fa- 
cilities, while properly related for bud- 
get purposes, importantly broaden a 
consideration of water development. In 
this broader sense, power generation 
equipment and immense amounts of 
copper wire are involved in water re- 
sources development. 


In the stricter sense of water re- 
sources development for the sake of 
the water itself the most important fig- 
ures in Table VII are for irrigation. It 
is believed that Federal expenditures 
comprise the greater share of total irri- 
gation expenditures, though privately 
financed irrigation, especially in the 
East, is increasing fairly rapidly. Out- 
lays will largely follow the pattern in 
Table V. For sprinkler irrigation, so 
popular in the East in recent years, 
lightweight aluminum pipe has enjoyed 
growing demand. 


Water Means Big Business 


Even when water development is con- 
sidered in its most restrictive sense—the 
public supply of water through the fau- 
cets we all use every day—it is very 
large business. One of its most import- 
ant features is the reliability of its value 
as an expanding economic force. In the 
1930’s, many water and sewerage reve- 
nue bonds held up well, even when is- 
sued by the same municipal populations 
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The Service Man— 
how fieldmen spark HOME service 


Your agent or broker of The Home Insurance Company 
has at his command an army of assistants—thousands of 
skilled insurance people using the most modern methods 
to serve you, the policyholder. 


The Home fieldman is the link between your agent and 
every resource of the Company. He is a man of many 
talents. By his safety recommendations, countless lives 
and millions of dollars of damage have been saved. He 
helps your agent help you in many ways. 


It pays to buy the best—Home Insurance—from the man 
best qualified to serve you—your agent or broker of 
The Home Insurance Company. 


See your HOMEtown agent now. 


(fawsurence Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ¢« AUTOMOBILE « MARINE 
The Home Indemnity Company, an affiliate, writes 
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A stock company represented by over 40,000 independent local agents and brokers 






Photo from National Aluminate Corp. 
Seascape from Boiler Bay State Park, Ore. 
gon. The many serious problems involved 
in the industrial use of water require of 
business firms a great deal of research to 
find solutions. 





which were in or close to default on 
general obligation bonds. 

In any general recession period, pub. 
lic works programs would almost cer- 
tainly include a substantial amount of 
water and sewerage construction be- 
cause of its critical health and general 
welfare value. And as. population ex- 
pands there are few, if any, commodi- 
ties for which demand is as certain to 
expand as water. People can _ wear 
clothes longer, cut down on food bud- 
gets and postpone home building plans 
but they are not going to curtail domes- 
tic and commercial use of water for 
monetary reasons until water becomes a 
very great deal more expensive. 

The very word “expensive” sounds a 
note of urgency. There is no question of 
world supply but it will take careful 
planning and a combination of science 
and money to avoid the spectacle of 
drinking water on sale at 25 cents per 
gallon or perhaps available in insuflici- 
ent quantities or, in certain unfortunate 
areas, not at all. 

A A A 
Pension Funds Make Atomic Loan 


A $15 million Atomic Plant Loan by 
Pension Funds has been arranged by 
five New York City banks supervising 
trusteed retirement plans. Initial instal- 
ment of $2 million has just been ad- 
vanced, the balance to be taken over 
two years for construction of the En- 
rico Fermi Atomic Power Plant being 
built by the Power Reactor Development 
Co. near Monroe, Mich. The loan. ma- 
turing July 1, 1970, is guaranteed by 
13 electric power companies who. with 
eight engineering and manufacturing 
companies, comprise the non-profi! cor- 
poration which will operate the “breed- 
er” reactor when completed. 
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BALTIMORE GAS AND ELECTRIC COMPANY 


Highlights of 


1956 was another year of pro- 
gress for our Company. The 
amount of growth in our business 
was greater than in any previous 
year of our history, and net 
income improved substantially. 

Earnings on the common stock were equiva- 
lent to $2.32 per share. This compares with 
1955 earnings (restated as explained in the 
Note) of $2.16 per share. Dividends were 
continued through 1956 at $1.60 per share, 
the rate established in 1955. On February 8, 
1957 the Directors increased the quarterly 
dividend on the common stock from 40 cents 
to 45 cents per share. 

Expansion of properties and facilities to 
meet the growing demands of our customers 
required construction expenditures of $39,- 
675,000 in 1956. Funds for this expansion 
program were made available by the preceding 
year’s financing, and by $7,500,000 of tempo- 





1956 Annual Report 


rary bank loans obtained in the 
latter part of 1956. In September, 
our Company entered into a con- 
tract with seven other electric dis- 
tributing companies to form the 
Pennsylvania-New Jersey- Mary- 
land Interconnection, believed to be one of 
the largest fully integrated electric “grids” 
in the world. Under this new interconnection 
the expansion and operation of the power 
supply systems of the eight companies are 
coordinated to provide greater economies in 
the generation of electricity and protection of 
service to customers. 

All previous Company records for the 
acquisition of new electric and gas business 
were broken in 1956. 


( President. ; 


Condensed Earnings Statement 


1955 


Electric Operating Revenues. 
Gas Operating Revenues. , 
Steam Heating Operating Revenues... 


Total Operating Revenues. 


Operating Expenses and Pesencbaion. os ath Goa thedae 
ee OS es are are Seer 
PR NEN AR sais RN a sircrale strelnmreprek «hid add OTT 
TS OS” a ea Sn aN es OTE No 


ih OU ERORSES. 2 coed obo koa ints ssh S RON SSS w eal 


Operating Income... 
Other Income. 


Gross cee. 
Total Income Deductions. 


Net Income 


Poctl Geack Wistieeds..................0.2+-. 


Balance Available for Common Stock 
Earnings per Share of Common Stock 


(Based on average shares outstanding). . 


1956 


(See Note) 
$ 91,851,000 $ 83,555,000 
37,973,000 32,570,000 
2,095,000 23 050, 000 


$131,919,000 
$ 83,801,000 
15,996,000 
11,435,000 





$111,232,000 
$ 20,687,000 





$ 21 ,469, 000 
__ 5,463,000 


$ 16,006,000 
1,279,000 


$- 14, 727,000 


$2.32 


$118, 175,000 


$ 74,541,000 
12,363,000 
10,340,000 

2,934,000 


$100, 178,000 
$ 17,997,000 
_ 860,000 

$ 18, 857,000 
4,510,000 

$ 14,347,000 
1,279,000 


$ 13,068,000 


$2.16 


Note: Restated to include portion applicable to 1955 of a refund received 
in 1957 of amounts previously paid for purchased natural gas. 


Dividends paid on Common Stock without interruption or reduction 


since 1910. 
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Sinclair Reports Its Best Year 
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1956, by all principal standards, was the best year to date for Sinclair 
Oil Corporation and subsidiaries. New records were set in: 


B NET EARNINGS 
Total $91,070,812, an increase of 12.8 per cent. This is exclusive of 
a non-recurring profit of $4,835,355. 


B@ CRUDE OIL PRODUCTION 
Up for the seventh consecutive year as total liquid hydrocarbon out- 
put averaged 166,528 barrels daily, a 6 per cent rise. 


@ REFINERY RUNS 
Seven domestic refineries processed 437,319 barrels daily, a 5 per cent 
increase. 


@ DOMESTIC SALES 
Sales of principal products—gasoline, kerosene, fuel oils—were up 
2 per cent in volume, 5 per cent in dollar value. 


BB TRANSPORTATION VOLUME 
Both pipe line and marine systems delivered record volumes and 
prepared for even greater quantities in the future. 


The Company’s crude oil production and reserves were fortified 
by an expanded program of exploration, production and acquisition. 
Significant new fields were found in Texas, Oklahoma, Offshore Loui- 
siana and Venezuela, while the Company’s position in the oil empire 
of western Canada was greatly strengthened. 

A major research project will soon be launched with the opening of 
a new Radiation and Tracer Laboratory at the Company’s research 
center, Harvey, Ill. Effects of powerful gamma ray radiation on petro- 
leum products and processes will be investigated. 


Details in Annual Report—Copy on Request 


Sinclair : A Great Name in Oil 


To Date 


SINCLAIR OIL CORPORATION ;- 600 FIFTH AVENUE, NEW YORK 20, N.Y: 
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] COMMON TRUST FUNDS HOLD 641 COMMON STOCKS 


Aggregate Value of 228 Funds up to $1,960,000,000 


Pr ermmrmete mn = 


STUDY OF 228 ComMMoN ‘TRUST 

Funds taken as of the available val- 
uation date nearest to December 31, 
1956, shows aggregate holdings of $1,- 
960,432,605, with equities representing 
641 companies compared with 652 com- 
panies a year earlier. This indicates a 
growth of $105,800,000 since the review 
by TRUSTS AND Estates based on the 
previous year-end. It should be remem- 
bered that this growth represents not 
only increased participations in existing 
funds and the formation of 23 new 
funds, but that it reflects common stock 
price movements as well. During the 
latter half of 1956 the market trend— 
particularly in the blue chip investments 
that represent such a large segment of 
trustee funds—-was downward. This 
acted as a partial offset to the dollar 
gain in aggregate worth of Common 
Trust Funds at the 1956 year-end. 





TOP TWENTY COMPANIES 


No. Funds 
Company 1955 1956 
General Electric _......__. 145 181 
General Motors _.______ 151 172 
Standard Oil (N.J.) 157 171 
Amer. Tel. €& Tel. _._.._ _. 150 171 
ie Aer "rls 129 156 


Christiana Securities 13 142 13 169 
Union Carbide & Carbon — 152 168 
WOM 138 150 
Phillips Petroleum __.. 126 135 
Sears Roebuck __. e _ 114 124 
National Dairy Products — 106 119 
Socony-Mobil Oil _..__-__ 110 118 
J. ©, Pemney 111 
American Cyanamid __.__ 87 106 
Kennecott Copper 95 104 
General Foods _ 92 101 
Standard Oil (Ind.) _.. 78 100 
Standard Oil (Cal.) _........_ 80 94 
American Gas & Elect... 80 94 
First Nat. City Bank, N. Y. 89 93 
Commonwealth Edison _..._ 75 86 





The 228 funds studied represent all 
of the existing Common Trust Funds 
operating under Regulation F of the 
Federal Reserve Board of Governors ex- 
cept cemetery funds, veterans funds, and 
funds established too recently to have 
made an annual report. Common Trust 
Funds are managed by 196 banks and 
trust companies in 37 States, the Dis- 
trict of Columbia and Hawaii. 

The twenty most popular stocks ap- 
pear in the box. General Electric now 
heads the list instead of Standard Oil 
(N.J.). Westinghouse Electric has de- 
clined in popularity and the only new 
member of this elite group is Common- 
wealth Edison. The complete list of 
stocks is published below, as well as 
tables giving the aggregate portfolio 
breakdown of restricted and discretion- 
ary type funds. (Columns do not add to 
totals due to rounding. ) 








DISCRETIONARY FUNDS 
(Dollar Figures in Millions) 


1955 % 1956 % 

U. S. Gov’ts _..._... $248.4 16.0 $207.5 12.7 U. S. Gov’ts 
Other Gov’ts | i 33.7 2.7 Other Gov’ts 
Corp. Bonds 251.9 16.7 299.5 18.5 Corp. Bonds 
Pfd. Stocks 166.2 10.9 161.3 9.7 Pfd. Stocks _ 
Common Stocks xbiss 811.9 53.4 899.3 55.0 Common Stocks 
Mortgages ree _) 15.2 0.8 Mortgages 

Cash & Other os in SEF. 13 10. 0.6 Cash & Other 





$1,519.3 100.0 $1,616.6 100.0 





RESTRICTED FUNDS 


(Dollar Figures in Millions) 


1955 % 1956 % 

akon - $ 81.9 24.4 $ 73.6 21.5 
16.6 5.0 20.1 5.8 

ee a 86.8 25.9 95.4 27.7 
ead mtn | Ay 46.6 13.5 
90.6 27.0 91.6 26.7 

) 11.5 3.3 

_) 1S 85 5.2 1.5 





$335.3 100.0 


$343.9 100.0 





COMMON STOCKS HELD IN COMMON TRUST FUNDS 


(Figures represent number of funds holding) 


Drucs. Foon, Tospacco 1955 1956 1955 1956 1955 1956 

: i Jewel Tea — st ae 12 United Biscuit itn, 2 Chemical Corn Exchange .. 11 14 

1955 1956 Johnson & Johnson _... 2 2 United Fruit . , a 31 Christiana Securities —........ 13 13 

Abbott Laboratories ............ 29 19 ee me eae | 1 Warner Lambert Pharm. — 0 1 C.1.T. Financial . 48 61 
Allied Mills eas ae 2 Kendall — 1 1 Wesson Oil & Snowdrift 1 1 C. & S. Nat. Bk.-Savannah . 2 4 
Amer. Bakeries _ cena eae 3 Liggett & Myers --.............. 13 14 Wm. Wrigley, Jr. —. oes 16 Commercial Credit — 42 38 
Amer. Chicle : io 17 McKesson & Robbins .. a 8 Conn. Gen. Life Ins. _ 3 3 
Amer. Home Products —... 50 50 Mead Johnson __... a ae 0 a - Consol. Invest. Trust _...._ 0 1 
Amer. Snuff 2 2°” Merck _.... see . 29 26 FINANCIAL & INSURANCE Continental Assurance - 1 1 
Amer. Sugar Refin. _....... | 0 National Biscuit — 28 29 Aetna Cas. & Sur. . 2 2 Continental Casualty _......_ 4 5 
Amer. Tobacco - skcece seen ae 43 National Dairy Products 106 119 Aetna Insur. 14 11 Cont’l. Ill. Nat. Bk. & Tr... 35 32 
Beatrice Foods ee oan 10 National Distillers —.-.. 2 3 Aetna Life Insur. ~— 6 6 Continental Insurance —___.. 40 42 
Beech-Nut Life Savers _.. 6 6 Norwich Pharmacal —..... 1 1 Alexander & Baldwin __. 1 1 Crocker-Anglo Nat. Bk. _. 6 - 
Best Foods - = : 3 4 Parke Davis _.................. 28 25 Amer. Auto Insur. 4 0 Crum & Forster _......... 0 1 
Borden uiciw he 2 Bee eS fae 2. LS 5 Amer. Ins. 138 18 Dun & Bradstreet ........... 2 1 
E. J. Brach & Sons _.-..... 1 _—. f ee. 2 Amer. Surety icahenieinink, 0 Employers Group Assoc. .. 1 1 
Campbell Soup —..........._ 8 8 Chas. Pfizer SC 200——ia29)Ss Ameer. Trust, San Francisco 2 2 Employers Reinsurance —_ 1 1 
CArnaene ee Oe S Pe eek. 4 8 Associates Investment _ 7 5 Family Finance —.. 1 1 
Coce, (GM jo ae SE |e See 5 9 Bank of America _.. 7 10 Federal Insurance _......._ 4 4 
( ite-Palmolive .......... 14 14. Procter & Gamble 36 385 #£Bank of California _.........._ 0 1 Fidelity & Deposit, Md. _. 2 2 
Co:.tinental Baking —....... 1 : ° Cee ete 2 8 Bank of Hawaii fon seme | 1 Fidelity-Phenix Fire Ins. — 26 21 
Corn Products Refin. _...... 50 53 Ralston Purina — ~~ 1 0 Bank of New York -...... 2 1 Fidelity-Phila. Trust — 2 2 
Fo:emost Dairies —.. 3 1 R. J. Reynolds Tobacco _...27 386 Bankers Trust _...000000...37 386 Fidelity Trust — Pitts. 0 1 
( el POG 92 101 Schenley Industries — 1 1 Beneficial Finance —...... 11 8 Finance Co. of Penna. _.... 1 0 
reTLGRRR, TINE cp cre cnet a6 6S. Go eee a 4 ‘ Dee See Oe. FZ 1 Wire Ac'’n. of Phi. .. 8 14 
Great Western Sugar ...._. 1 1 Smith, Kline & French —__ 1 SW 2 2 Fireman’s Fund Ins. 30 32 
5 4a 3 1 Standard Brands _....- ss 8 2 California Bank, Los Angeles 1 4 Wices in. ......- 4 4 
Hershey Chocolate —.....- 3 $ Stedine Dae i... 33. 438 Camden Fire Ins. —......... 1 0 First Am. N. Bk., Nashville 0 1 
Hiram: Walkeet? 2 1 0 Sunshine Biscuits — 14 9 Castle & Cooke —.___ 1 1 First City N. Bk., Houston. 1 1 
Horn & Hardart Baking __ 1 2. . ee i eee ee 19 22 Chase Manhattan — 48 46 First Fed. Sav. & Loan — 1 0 
ApxiL 1957 365 





1955 1956 1955 1956 1955 1956 





















































1955 (956 
First & Merchant’s Nat. Mut. Sav. & Loan A’ssn. _. 1 0 Allied Chem. & Dye —_.. wo | 78° Gievite Com, 2. 2 0 
Bk., Richmond 1 1 N. B. of Commerce, Houston 1 1 Allis Chalmers — so 37 Chek Pahoa? ._... 1 2 Gen. 
First Nat. Bk., Atlanta _. 1 1 Nat. Bk. of Detroit — 10 11 # #£Alpha Portland Cement __ 1 2 Columbian Carbon __.... 5 5 Gené 
First Nat. Bk., Boston —.. 34 85 Nat. City Bk. of Cleveland. 4 4 Amer. Agric. Chem. —.. 1 Combustion Engineering —.. 1 1 Gen¢ 
First Nat. Bk., Chicago _. 2 8 Nat. Fire Ins., Hartford _. 2 1 Amer. Brake Shoe —. S i 12 15 Glid 
First Nat. Bk., Dallas __. 4 3 Nat. Shawmut Bk., Boston. 1 . Deere Co + 77 Continental Can _ _58 62 Glob 
First Nat. Bk., Memphis ... 0 | Nat. Union Fire Ins. — 6 5 Amer. Chain & Cable. 1 Continental Gin S 1 B. F 
First Nat. Bk., Phila. 1 0 Nationwide Securities __ 0 1 Amer. Cyanamid 106 Corning Glass Works —___._. 25 27 Gooe 
First Nat. Bk., St. Louis . 2 3 New Amsterdam Casualty — 1 0 Amer. Machine & Foundry. 0 Ren WE er ee 3 3 Gou! 
First Nat. Bk., Scranton — 2 o:- Kew Tak at q 6 Amer. Machine & Metals — 1 0 Crown-Zellerbach on. 20 W. 
First Nat. City Bk., N. Y¥. 89 93 North River Ins. 1 2 Amer. Potash & Chem. -_...... 3 3. Cutler Hammer ............ 4 6 Gree 
First N.T.&S.B., San Diego 1 1 Northern Ins. Co. of N. Y. 1 1 Amer. Rad. & St. San. _. RR eee ee eee eee 0 Han 
First Penna. Banking & Tr. 9 10 Northwestern Nat. Ins. .._. 2 ene 17 13 #£=Daystrom 1 Har 
Girard Tr. Corn Exchange — 4 7 Orange Co. Sav. & Loan _. 1 0 Anchor-Hocking Glass __... 4 6 Deere —. mee eats 27 Har 
ieee. Dele. eS 6 4 Peoples First N. Bk., Pitts. 3 4 Anderson, Clayton — 1 1 Diamond Alkali diieihntvcteasieteaes 2 4 g Har 
Great American Ins. _...... 14. 14 Phila. Nat. Bk. —...._ 15 17 Archer-Daniels-Midland  ...... 5 3 Diamond Match __.. panes 5 6 6§ Hau 
Guaranty Trust, N. Y. oT 6 GOs Phoenix Ine. kn 9 Armstrong Cork —— 06 C6 Cite Ome NT  8 3 ri Haz 
Hanover Bank, N. Y. _. 12 10 #£Piedmont Life Ins. _........ 0 1 Arrow-Hart & Hegeman _ 1 ee ae 1 Her 
Hanover Fire Ins... cae 0 Provident Fed. Sav. & Loan 1 6 Ate Powder ———......... 5 Dew Chemical 63 62 Hoo 
Harris Tr. & Sav. Bk. _.... 2 2 Provident Tr. of Phila. ... 1 1 Babcock & Wilcox 1 ees) ee re a. 0 Hos 
Hartford Fire Ins. 18 18 Republic Nat. Bk., Dallas _. 6 5 Bendix Aviation Zz 614606—| 6UDrave eee 1 1 Idee 
Hartford Steam Boiler Insp. 1 t Qa oe. 2 1 0 eS eee 1 0 Dresser Industries phen conta ee 4 Ind 
Hillsboro Bldg. & Loan _...._ 1 0 St. Paul Fire & Marine Ins. 5 RE ee es — a ee 129 156 Ing 
Home Insurance -__............. x7 16 Seaboard Finance _.. 1 0 Boeing Airplane _.. : 3 Eagle-Picher .—............. 1 1 Inte 
Home Sav. & Loan —........_ 1 0 Seattle-First Nat. Bk. 4 4 Borg-Warner __.__.. .. 28 36 Eastman Kodak __............. 56 63 Int 
Household Finance —._. eu Security-First Nat. Bk., L.A. 16 1p | ee we. 4 3) > TE Se. BE | OG Int. 
Industrial Acceptance —_... 2 2 Security Sav. & Loan __. 1 0 Bueyrus-Erie — 0 1 Beeo Products —............ 2 2 Int. 
Ins. Co. of N. America .._. 50 49 #£=Springfield Fire & Marine — 3 1 Burlington Industries 1 2 Electric Auto-Lite —___. 2 0 Int. 
arving. Trust, MN... Y. 12 18 #£=Standard Accident Ins. ..... 4  , meee. ok... 8 8 Electric Storage Bat. —..... 1 0 Int. 
Jefferson Standard Life 1 © Trassem 18 Cannon Mill ——.. 5 4 Endicott Johnson _. 1 2 Int. 
Lawyers Title Insur. 1 1 Travelers Ins. 18 Carborundum 1 6 Ex-Cello-O — rae 2 F LT. 
amen. Core. 2... 1 1 Tri-Continental 1 I on a 8 Federal-Mogul- Bower oe 3 Jok 
Life Insur. Co. of Va. _.... 1 1 U.S. Fidelity & Guaranty. 12 11 #£xCaterpillar Tractor —...... 36 42 . Fixe!’ — poten — 1 Joy 
Lincoln Nat. Life Ins. ___ 1 1 U.S. Fire Insurance —_. 2 1 ee 4 3 Firestone Tire & Rubber wee 26 Ka 
Maine Bonding & Casualty. 0 1 U. S. Nat. Bk., Portland _. 2 38 Cerro De Pasco 0 1 EE eens Sakae 1 2 Kir 
Mfrs. Nat. Bank, Detroit _ 2 1 2 2. aoe se. Se. 2 2 ee ee 1 1 Food Mach. & Chem. 20 22 Ko} 
Manufacturers Trust, N. Y. 7 5 Wells Fargo Bk., S.F. 1 1 Champion Paper & Fibre _. 0 1 Ford Motor = 2 Lel 
Marine Midland Corp. _._. 5 4 Westchester Fire Ins. 2 2 Chance Vought Aircraft ... 0 1 Fruehauf Trailer ~ Ek 1 Lik 
Maryland Casualty 11 9 Chapman Valve _....... 1 0 Gardner—Denver —_.... . & 1 Lil 
Mellon Nat. Bk. & Tr. ..... 3 2 INDUSTRIAL Chesapeake Corp. of Va... 1 1 General Controls —................. 2 3 Lit 
Mercantile Trust, St. Louis. 2 3  Addressograph-Multi. — 18 22 Chicago Pneumatic Tool _. 0 1 General Electric _-.........145 181 Lic 
2. eee 2 S Ai Reductio Gs a OS ee -_17 10 General Motors —..............151 172 = 
01 
all Lo 
4 - Mc 
Fae REGULAR r 
kL : >> x Me 
oe QUARTERLY : 
ae eS \ Mz 
“FAN \ NATIONAL DIVIDEND Mi 
—S an \\ BATTERIES, INC. ; —_— 
=e N ‘ The Board of Directors has 
SAG - declared this day 
or Manufacturers of a complete line COMMON STOCK DIVIDEND NO. 91 } 
of automotive and industrial This is a regular quarterly 
Southern Cali fornia storage batteries. dividend of 
Edison Company A REGULAR Per 
QUARTERLY DIVIDEND 31 25¢ aeons 
ef 42%4c per share 
1 iaempar on Common Stock, payable on May 15, 1957, 
The Board of Directors has was declared by the to holders of record at close 
authorized the payment of the Board of Directors on of business April 3, 1957. 
following quarterly dividends: February 11, 1957, H. Edwin Olson 
payable May 1, 1957, ? : 
COMMON STOCK to stockholders of rec- Vice-President and Secretary 
Dividend No. 189 ord April 22, 1957. March 7, 1957 
60 cents per share; 
A. H. DAGGETT THE COLUMBIA 
PREFERENCE STOCK, eee (SSE a ea eee Tre 
4.48% CONVERTIBLE SERIES _ ST. PAUL» MINNESOTA | GAS SYSTEM, INC. 
Dividend No. 40 








28 cents per share; — 





PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 36 

28/2 cents per share. 


i ia ee se va pry’, ) insurance Company of North America 


able April 30, 1957, to stock- ° . 
holders of record April 5, Philadelphia 


Checks will be mailed from 
the Company's office in Los 
Angeles, April 30. 


Pere eT RN RT 


The Board of Directors has deciared a 
quarterly dividend of 6214¢ per share on 

the capital stock of the Company payable 
April 15, 1957 to stockholders of record 
at the close of business March 29, 1957. 
The Transfer Books will not be closed. 


J. KENTON EISENBREY 
Secretary 


P.C. HALE, Treasurer 


March 15, 1957 














March 12, 1957 
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0 1955 1956 1955 1956 1955 1956 
2 Gen. Portland Cement -. 10 9 Bevis ee 7 ae Fe eee seer 0 1 Associated Dry Goods —... 1 1 
5 OTS ee enereneee 9 8 Mesta Machine — 1 3 Spencer Chem. —........... 2 S$ Beek: ® Oe. wits 0 1 
1 General Tire & Rubber __. 1 1 Minn.-Honeywell Regulator. 34 44 Sperry Rand 17 Columbia Broadcasting —.. 1 3 
5 Glidden 3 3 Minn. & Ont. Paper —.... 1 2 Sprague Elec. i Edison Brothers —............. 1 1 
62 NG: 1 0 Monsanto Chemical —. < Bie ce 2 14. Emporium Capwell —... 2 2 
1 re. MI oc 36 OS oa ce. ° thane Vo ..—.............. 3 38 Federated Dept. Stores _... 32 30 
27 Goodyear Tire & Rub. ... 24 39 National Aluminate 1 Stauffer-Chemical 2 2 First National Stores _....19 18 
3 Gould-National Bat. __.. 2 2 Nat. Cash Register Sh. 3. ee 5 3 0 Food Fair Stores 1 2 
39 OE 0 1 Nat. Cylinder Gas —..... 1 Sunbeam tees, 1 Gillette 3 5 
6 Great Northern Paper __.. 5 4 Nat. Gypsum 6 Sutherland Paper 3 oo EO een 1 1 
0 Hammermill Paper — 0 1 Nat. Standard 1 Sylvania Elec. Pro. 7 12 WwW. FZ. Geant... 11 12 
1 Harbison-Walker Refract. _ 10 10 Nopceo Chemical — 0 2 Tecumseh Products —..... 1 2 Great Atlantic & Pac. Tea. 3 2 
27 Harshaw Chemical 0 1 North Amer. Aviation __. 3 3 Tennessee Corp. —.............. 2 iE: i: Geom ey 5 
4 Hart. Schaffner & Marx —. 1 1 Olin Mathieson Chem. _ 15 15 Texas Gulf Sulphur —..... 42 387 Hecht — 1 1 
6 k Haughton Elevator ..._. 0 A. RR II nti 18 21 Thompson Products —_. 8 6 Eine —..... oncsleeeaae 1 
3 ff ONE eee 1 Outboard Marine —_...... 0 1 Timken Roller Bearing _... 2 & BL Bir ee cect cere 5 
1 ci Hercules Powder sisal tases 32 33 ##Owens Corning Fiberglass —_ 1 OS “TO a ec. 3 a 2 fee 10 x 
6 Hooker Electro-Chem. -.. 17 18 Owens Illinois Glass — ot: Di “ieee a i ee ee 28 32 
0 Sees 0 1 Pacific Clay Products —.... 1 1 Underwood eaaee) © Lease Boast 1... § 1 
1 ne Tees 4 4 Penn-Dixie Cement —_ 1 1 Union Bag- Camp Paper Ai. 383: 2 Dee Bee: ne ee 0 
4 Industrial Rayon — 7 Penna. Salt Mfg. _. 15 18 Union Carbide & Carbon 152 168 McCrory Stores — 000. 0 1 
56 Ingersoll-Rand ——....._.__... 27 31 Pepperell Mfg. _....................... 2 2 Union Tank Car 3 S$ Belew te a 0 
1 International Busi. Machs. . 29 30 Phileo —-: WWW 4 1 United Aircraft — 6 10 Marshall Fidd — ; & 4 
63 International Harvester ___. 72 74 Philips Gloelamp Fabrieken 1 1 United Carbon ue. 3 May Dept. Stores — 4i 44 
10 ‘ Int. Min. & Chem. ___.. oe 4 Pitney-Bowes 0 1 United Eng. & Foundry a 1 Mercantile Stores —.....-_ 1 1 
2 : Rn. 61 68 Pittsburgh Coke & Chem. . 0 1 United Merchants & Mfg. — 2 4 Montgomery Ward _.......... 28 35 
0 Int. Salt 7 8 Pittsburgh Plate Glass _..... 54 58 United Shoe Mach. sn) A S. @C. Bee scenes 15 15 
0 | 5 Potash Co. of Amer. —........ 1 1 x te a 55 S. ee wee sees 2 5 
2 Int. Silver -.....- Poeree | 1 Pullman oe 4 - S. Pipe & Foundry 6 tt &$4. Bee... & 7 
2 LT.E. Circuit Breaker ee 1 Radio Corp. of “Amer. Paes | 14 oH IIE neared 3 4 Oahu Rwy. & Land __... 1 1 
3 Johns-Manville ___.._........_.. T7 84 Raybestos-Manhattan 4 4 = S. Potash 1 0 Paramount Pictures —....._ 1 1 
1 OO a es aie 2 2 Rayonier 1 1 U. 8S. Rubber — 4 8 J.C. Penney — lll 
35 Kaiser Alum. é “Chem. ane 2 2 Ray-O-Vac _.... 1 1 Veeder-Root a 1 Red Owl Stores 1 
2 Kimberly Clark -il 15 Reliance Elec. & Engin. 1 1 Vick Chemical __ «s 4 Ritter ate 0 
22 I ee eee 0 1 Rheem Mfg. —_......... 2 0 Victor Chemical ~ aE - | Safeway Stores 10 
27 Lehigh Portland Cement za, 6 H. H. Robertson _. | 1 Wagner Electric * 1 1 Sears, Roebuck 124 
1 Libbey-Owens-Ford Glass — 27 33 Robertshaw-Fulton 1 1 West Va. Pulp & Paper 9 14 Storer Broadcasting — .._. 0 1 
1 Lily-Tulip Cup —— ak. 3 Rohm & Haas _ 2 3 Western Auto Supply : 0 1 Strawbridge & Clothier —.. 1 1 
3 I So oe 18 20 Royal McBee _... 0 1 Westinghouse Electric _...107 15 Technicolor Inc. ~~... 1 0 
81 Liquid Carbonic eee: | 1 Ruberoid —..... uth 38 4 2 Weyerhaeuser Timber s *# 7 Time, Inc. ve eee 1 1 
72 Locke Steel Chain —..........»_ 1 1 St. Regis Paper —........ 1 4 Werthinn ....... i 1 U.S. Playing Card Nelhacdeenin aie 1 
ex Lockheed Aircraft - | 1 Safway Steel Products 1 1 Yale & Towne 3 2 8S. S. White - Acme ae 0 
Lone Star Cement —............. 19 18 Sangamo Electric 2 2 Li: ha 1 1 Winn Dixie Stores Sk ene .- . 1 
McGraw Electric . 8 15 Savannah Sugar Refin. 0 1 Zenith Radio —.. 1 1 F. W. Woolworth —........_... 48 47 
— Bs . ene ig ng — ve a. MERCHANDISING & MISCELLANEOUS PETROLEUM, Mininc & METALS 
Masonite BEAST . 1 Sherwin Williams . 28 31 pO | | | 138 Allegheny Ludlum Steel _.. 6 ~ 
Master Electric Ea ee ee 1 Simmons tt ee 1 6 ina een i... 5 5 Aluminum Co. of Amer. —.. 26 39 
Mead 1 3 Singer Mfg. - 2 S Ase. Dee... F S Aluminium, itd. —............. 13 +16 
| 
SU 
= is 
z E PACIFIC GAS and ELECTRIC Co. 
COMMON Stock = CONSOLIDATED E 
nani | = NATURAL GAS E DIVIDEND NOTICE 
| = = Vi ] 
| = COMPANY E Common Stock Dividend Nea. 165 
s 30 Rockefeller Plaza |= The Board of Directors on March 13, 
The Board of Directors of Central = New York 20, N. Y. |= 1957, declared a cash dividend for the 
and South West Corporation at its | = |= first quarter of the year of 60 cents per 
meeting held on April 12, 1957, : DIvIDEND No. 37 |= Sees ene, Oe ee), ae 
= = Cc StOCc $s C 
declared a regular quarterly divi- | = Ti |= seid by check on April 15, 1957, to 
dend of forty cents (40c) per share 2 H= BOARD OF DIRECTORS || common stockholders of record at the 
_ i, Parga ie | s oon = nee this day decesed Fe a close of business on March 25, 1957. 
toc is i = ar quarter ividend o orty- | an a} 
Mew i. 1957, vm a : + lb pons | One-Half Cents K. C. Curistensen, Treasurer 
of record April 30, 1957. = (4742¢) per share on the capi- San Francisco, California 
= tal stock of the Company, pay- ||= 
LERoyY J. SCHEUERMAN =|| able May 15, 1957 to stock- ||= 
Secretary = holders of record at the close |'= 
= of business April 15, 1957. FES 
CENTRAL AND SOUTH WEST Z| R. E. PALMER, Secretary | = 
wit c =|| March 21, 1957 |= 
ORPORATION (| oe IE THE CINCINNATI GAS 
Wilmington, Delaware EAM TTT hs = a 
& ELECTRIC COMPANY 
| 6th CONSECUTIVE: 
OF DIVIDENDS 
P| The Board of Directors of The Diamond Match Company Over 104 years of uninterrupted 
on March 28, 1957, declared a regular quarterly dividend cash dividends on common stock 
of 45c per share on the Common Stock. At the same meeting the 
Board also declared a quarterly dividend of 37'¥2c per The 
share on the $1.50 Cumulative Preferred Stock. Board of Directors has 
Both dividends are payable May 1, declared a dividend of 30 conte 
1957 to stockholders of record 
April 8, 1957. per share payable May 15, 1957, 
to shareholders of record 
April 15, 1957. 
: o WALTER E. BECKJORD, SECRETARY 
MATCHES - PULP PRODUCTS - LUMBER - BUILDING SUPPLIES - WOODENWARE 
aidhse nina 
ES A 
PRIL 1957 
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Amerada Petroleum —_....... 9 10 Richfield 2 2 Central Illinois Light —__. 6 S&S towa Per. 6 Let, 10 8 », 
Amer. Smelt. & Refin. —__ 22 19 Royal Dutch Petroleum ___ 2 2 Central Illinois Pub. Serv. — 5 7 Kansas City Pwr. & Let... 19 17 : 
Anaconda Copper 4 St. Joseph Lead — 5 6 Central & Southwest —— a 40 Kansas Gas & Elec. —: 3 
are fie es 21 Schlumberger Well Survey... 1 1 Cincinnati Gas & Elec. 39 Kansas Pwr. & Let. _ q 6 
Atlantic Refining aa Se ‘gunbonre Gn oo 1 1 Cincinnati & Sub. Bell Tel. 2 2 Kentucky Utilities 1 1 
Bethlehem Steel — 40 Shamrock Oil & Gas _. 3 8 Cleve. Elec. Illuminating ..52 54 Lone Star Gas... 17 19 
Buckeye Pipeline —.__.__ ee ee 50 51 Columbia Gas System 6 9 Long Island Let. a 2 
Champlin Oil & Refin. 2 eee (OM 26 38 Columbus & So. Ohio Elec.. 7 6 Louisville Gas & Elec. __. 4 6 : 
Cities Service ——. 4 ‘Seay Oi i, 1 Commonwealth Edison -___.. 75 86 Madison Gas & Elec. 1 2 a 
Climax Molybdenum 6  Socony Mobil Oil __. 110 118 Commonwealth Nat. Gas _. 2 3 Middle South Utilities _ 37 39 OQ 
Colo. Interstate Gas —_. 5 Southland Royalty _.__ ot 1 Community Public Service — 1 1 Minneapolis Gas 1 1 : 
Consol. Min. & Smelt. 1 Standard Oil—(Cal.) 80 94 Conn. Light & Pwr. _. g 7 Minnesota Pwr. & Let. . 2. 1 
Continental Oil 62 Standard Oil—(Ind.) 78 100 Consol. Edison — = 88 08 ‘Qi Sicee Baet 4 6 
Freeport Sulphur 38 Standard Oil—(Ky.) 5 Consol. Nat. Gas __ 40 48 wWontana Pwr. __. Lo a 
Gun OM ........ S 73 Standard Oil—(N.J.) 171  Consumer’s Power __. = MB 4B Gasman Cg 6 
Halliburton Oil ‘Well Cem... 9 14 Standard Oil—(Ohio) t Dayton Pwr. & Light 24 31 New England Elec. System 9 11 
ORME SM 8 2 2 Sunray Midcontinent Oil .. 3 2 Delaware Pwr. & Lt. ....... 13 16 Wew England Tel. & Tel. _ 1 3 
Houston Oil —_. ead, 1 BPRS eae EAN ete ree ee ee 188 150 Detroit Edison — 13 14 N. Y. State Elec. & Gas _. 29 27 
Hudson Bay Min. & “Smelt... 2 1 Texas-Pac. Coal & Oil _.... 2 2 Duke Power Ls 3 Niagara Mohawk Pwr. ... 49 55 
Humble Oil & Ref. —......... 1 ,° (ee OM 2. 12 #27 DBaquene Might — .. 36 43 Northern Illinois Gas _....17 11 
I oa a ER OR BS ee 30 48 El Paso Nat. Gas ——... 9 S ‘Soxthern Indiana Pob. Ger, 1 1 
International Nickel | see a _ 1 3 Equitable Gas -- 10 10 wWNorthern Nat. Gas... 32 34 
Island Creek Coal _.... a 3 Woodward Iron __. 2 2 Florida Power Jae 6 Northern States Pwr. 238.21 
Jones & Laughlin Steel _... 0 1 Youngstown Sheet & Tube 2 2 Florida Pwr. & Lt. — SB “22 agi, Gatton Se a 
Kennecott Copper —.... - 95 104 Gan (envi... 1 1 “aliehoes Gas Blec, ii = 6 
Kern County Land ........... 1 1 General Public Utilities ___. on «6-32 x 9 ° 
La. Land & Explor. —....... 4 4 Pusiic UTILITIES General Telephone _. 8 9 on ng lage Pee. re erate 49 61 
Minn. Min. & Mfg. —.........22 21 Gulf Interstate Gas 1 1 Pacific Lighting mE ar 
an Cen ok I 1 Pieiea O6: 2 é 2 Gulf States Utilities _....... 29 30 Pacific Pwr. & Let. ___. 1 0 
a SIRES ean eran 69 80 Amer. Gas & Elec. 94 Hackensack Water | i ‘pestis Sol A Te 0 1 M. 
CO eee ee | 45 Amer. Nat. Gas -..... 33 Hartford Elec. Lt. .—._____. 2 2 Panhandle East. Pipe Line. 13 15 PL 
New Jersey Zine —......_ 5 8 Amer. Tel. & Tel. — 171 Hawaiian Elec. _...... 1 ie ee eee gaa 3 
Newmont Mining _. oc 5 Arizona Pub. Serv. 1 Hawenen Tal, 1 1 Penna. Pwr. & Let. ___ 14.2] M 
tL SE _.....- 29 32 Arkansas-Louisiana Gas _. 0 1 Houston Ltg. & Pwr. -.... 33 32 peoples Gas Light & Coke _ 22 93 
Phelps Dodge — 34 386 Atlantic City Elec. —.......6 6 Idaho Power 18 17 Phila. Elec. - @ | 
Philips Petroleum 126 135 Baltimore Gas & Elec. __.. 44 45 Illinois Power _... -- 38 386 pioneer Nat. Gas 1 1 } 
Pittsburgh Consol. Coal —_- 4 4 Boston Edison ——___ _.19 20 Indianapolis Pwr. & Lgt. 16 18 cts Genel Wie 4 4 ( 
ele Ce oo FT 20 Broekign Union Gas ..._._.... 1 i Int. Utilitie eae: 1 1 Gitomse Mine Pex: 10 9 
Republic Steel 5 5 Carolina Pwr. & Lt. ___.... 20 25 Interstate Power 5 5 Public Ser. Elee. & Gas 21 97 
Reynolds Metals — 1 2 Carolina Tel. & Tel. 0 3  Iowa-Illinois Gas & Elec. _.. 8 T Pallis Gertes, Galene __ 8 33 | 
Public Service, Indiana 36 = 38 P 
Public Service, New Mexico 1 1 ¢ 
Puget Sound Pwr. & Legt. - 8 3 
This announcement is neither an offer to sell nor a solicitation of an offer to ee ae a eas ; : : M 
buy any of these Debentures. The offer is made only by the Prospectus. San Diese Gas & sit oe : 
Savannah Elec. Pwr. ... 2 2 
S. Carolina Elec. & Gas 7 8 
S. Jersey Gas - 1 1 
$250, 000, 000 pettiness Oe... BB 88 
Southern California Edison 45 51 W 
Southern Nat. Gas —__. 10 +10 i 
American Telephone and Telegraph Southern New England Te. 2 2 & 
Southern Union Gas __— 1 1 | 
Southwestern Pub. Serv. - 4 3 : 
ompany Stamford Water —___. 1 1 ; Le 
Tampa Electric - aks 6 6 ; 
Tenn. Gas Trans. : 4 3 { 
Twenty-Eight Year 4*:% Debentures a aa 
Toledo Edison eae 1 0 
Dated April 1, 1957 Due April 1, 1985 Transcontinental Gas Pipe L. ] 1 
Union Electric (Mo.) 2 
‘ " United Gas 55 O64 
Interest payable April 1 and October 1 in New York City United Gas Improvement 7 g 
United Illuminating — 1 1 
Utah Power & Light —__ 9 9 
Virginia Elec. & Pwr. _ 5051 
Price 101.214% and Accrued Interest Washington Gas Let... 55 
Washington Water Pwr. 1 1 N 
West Penn. Hiee. ..... 3 6 
Western Mass. Companies a 2 
Wisconsin Elec. Pwr. —.... 25 26 R 
Copies of the Prospectus may be obtained from only such of the under- Wisconsin Public Serv. _- 5 7 
signed as may legally offer these Debentures in compliance TRANSPORTATION 
with the securities laws of the respective States. . 
American Airlines _. ae 1 
Atch., Top. & Santa Fe _.. 39 45 
Atlantic Coast Line —..... 1 1 
MORGAN STANLEY & CO. Chesapeake & Ohio .._. 17 22 
Denver & Rio Grande West. 2 2 R 
BLYTH & CO., INC. GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. General Amer. Trans. _.. 29 33 
Great Northern __.-.__ 8 18 E 
HARRIMAN RIPLEY & CO. KIDDER, PEABODY & CO. LAZARD FRERES & CO. Illinois Central _..._ 1 1 
Incorporated Kansas City Southern —... 2 3 
LEHMAN BROTHERS SMITH, BARNEY & CO. Louisville & Nashville __. q 10 
N. Y., Chic. & St. Louis — 1 ne 
STONE & WEBSTER SECURITIES CORPORATION WHITE, WELD & CO. Norfolk & Western ___.. 20 18 
we Northern Pacific 1 - 4 
A. C. ALLYN AND — A, + ee co. DREXEL & CO. ge ei ae ae 1 0 
Incorporate ncorporate * 1 1 
HEMPHILL, NOYES & CO. HORNBLOWER & WEEKS W. E. HUTTON & CO. Ae om o — S 
i 1 
LEE HIGGINSON CORPORATION F. S. MOSELEY & CO. pert tags ———, ¢ 
; 4 
PAINE, WEBBER, JACKSON & CURTIS aie . I , 
. . 55 t 
March 27, 1967 pelea ey ‘if 
United N. J.-R. R. & Canal 1 o § 
Virginian Rwy. — 1 i § 
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MANUFACTURING 
PLANTS 


Molded Pulp 
Brantford, Ontario 
Great Yarmouth, England 
Ogdensburg, New York 
Palmer, Massachusetts 
Plattsburgh, New York 
Red Bluff, California 


Paperboard Egg Cartons 
Morris, Illinois 


Matches 
Barberton, Ohio 
Chico, California 
Cloquet, Minnesota 
Springfield, Massachusetts 


Woodenware 
Cloquet, Minnesota 
Dixfield, Maine 
Oakland, Maine 


Lumber 
Albeni Falls, Idaho 
Biddeford, Maine 
Chico, California 
Cusick, Washington 
Fryeburg, Maine 
Lyman Springs, California 
Metalline Falls, Washington 
Red Bluff, California 
Spokane, Washington 
Stirling City, California 
Superior, Montana 


Machine & Foundry Unit 
Barberton, Ohio 


RETAIL LUMBER YARDS 
AND STORES 
63 in California 
29 in New England 
2 in Washington 
lin Idaho 


RESEARCH AND 
ENGINEERING 
Stamford, Connecticut 
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PAMOND in 1956 
Growing for tle FUTURE 


In 1956, its 75th year, sales of The Diamond Match Company again rose to a record 


level. Earnings per common share were $3.04 against $3.02 the previous year. Earnings 
from operations were off 8% . . . due primarily to price weakness in resale book matches, 
and a low level of lumber prices in the third and fourth quarters. 


Important progress was made during the year. Streamlining of retail yard and store 
operations was intensified. Modernization of the entire California lumber manufacturing 
operation was inaugurated; the Northwest lumber operation was reorganized. Installa- 
tion of modern, high speed wooden match machinery was completed. Molded pulp 
machinery was redesigned for greater production. The Company intensified merchan- 
dising effort in the food packaging field; and a new consumer product was added. 


NET SALES 
NET INCOME 
PER SHARE OF COMMON STOCK 


Net Income after preferred dividends. ... 


Dividends paid 


PER SHARE OF COMMON STOCK 
Working Capital 
All other assets 


@ New $20,000,000 integrated forest prod- 
ucts plant at Red Bluff, California on sched- 
ule. Molded pulp egg cartons production ex- 
pected to start in June, 1957 . 
completed by mid-1958. 


. . entire plant 


@ Diamond will market a new charcoal 
briquet self-starting molded pulp package 
called “Neet-Heet”. 

@ New Research and Engineering Center 
at Stamford, Connecticut, becomes fully 
operative this month. 

@ Diamond’s timberland holdings now total 
373,000 acres. Ten years ago mill and retail 
lumber sales were 153 million board feet, 
last year nearly 369 million board feet. 





1956 1955 
ees $133,716,000  — $128,839,000 
Eeonn 8,934,000 9,108,000 
‘ines $3.04 $3.02 

1.80 1.50 
ern $15.26 $20.49 
verre 16.02 11.67 
ree 31.28 32.16 

sitesi 6.56 8.16 
pert $24.72 $24.00 


@ The Hartmann Fibre Company, Limited, 
leading British producer of molded pulp egg 
trays and cartons and food trays, was pur- 
chased in May of 1956. 


@ Diamond’s 95 retail lumber yards and 
building supply stores are concentrating on 
the $15 billion dollar home improvement 
market. 


@ Since 1947, molded pulp and packaging 
(with the acquisition of General Package 
Corporation) has risen from 15 to 31% of 
total Diamond sales dollars; lumber pro- 
duction and mill sales rose from 8 to 16% of 
dollar volume. 


Copies of Diamond’s 1956 annual report are available by writing to The Secretary, 


THE DIAMOND MATCH COMPANY 


122 East 42nd Street, New York 17, New York 


PR UCERS OF molded pulp egg cartons, pie plates and cake circles, Deluxe and plain plates, ‘“Foodtainers” and industrial packaging; folding 
Pa;:=rboard egg cartons; all types of book and wood matches; woodenware (clothespins, toothpicks, candy and ice cream confection sticks); retail 


Apri: 1957 


and wholesale lumber and ‘‘Neet-Heet" self-starting packages of charcoal briquets. 
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HE PROGRAM, THE PROJECTS AND 
Vie people involved in the combined 
effort of American industry and the 
American government to hasten the day 
of economic utilization of nuclear fuels, 
are facing a period of technological, 
economic and political stress. 


It is a period of trial of the technical 
skills of the engineers no less rigorous 
than it will be for the patience, the 
statesmanship and the intentions of the 
leaders of industry and government. 


The reason is that the engineering de- 
velopment job is much more difficult 
than many people have been led to be- 
lieve and the public fencing of political 
and industrial statesmen cannot help 
but divert our efforts from a job which 
Dr. Norman Hilberry, Director of Ar- 
gonne National Laboratory, told the 
American Power Conference last month 
will take all the resources we can put 
into it. 

Investors necessarily are interested in 
the whole question of how the public vs. 
private power fight impinges on atomic 
power development. Donald S. Kennedy, 
President of Oklahoma Gas & Electric 
Co. and the Edison Electric Institute, 
told the same Chicago power conference 
that institutional investors provide more 
than 60% of all electric utility financing 
in the United States. 


Investors Too 


One of the tests applied to nuclear re- 
actors to determine their nuclear sta- 
bility is the oscillator test. This involves 
repeated raising and lowering of the 
power levels to determine whether or 
not the increase in the number of neu- 
trons produced each time the power 
level is raised might be cumulative. Un- 
der certain conditions, in certain types 
of reactors, it has been found that the 
number of neutrons, and therefore the 
rate of fissioning of the atoms and the 
heat generated, increases even though 
the oscillator on the control mechanism 
should return the reactor to the same 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


ATOMIC POWER FACING NEW PERIOD OF TEST 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs 


power level at the end of each period 
of oscillation. Nobody knows why it 
sometimes doesn’t. 


Investors have been bullish about the 
atom for a long time, so has manage- 
ment. There’s a lot of talk today prop- 
erly characterized as bearish, which is 
as inevitable as the return swing of the 
pendulum. There is a return swing from 
the unrestrained talk of 1954 and 1955, 
but it represents no more than an honest 
acknowledgement that the engineering 
development stage of atomic power, as 
with airplanes and television, is a lot 
tougher than the conceptual design 
stage. 


Investors who are not diverted by the 
bearish talk will pass the test. Dr. Hil- 
berry gave them a reasonable timetable 
with his estimate of the mid-sixties as 
the period when we could start building 
nuclear power plants of demonstrated 
ability to produce kilowatts at costs as 
good as any other fuel. 


Power Is a Tough Job 


In the months immediately ahead, 
while hearings are under way before the 
Joint Committee on Atomic Energy on 
the subject of acceleration of the civil- 
ian atomic power program, it will be 
comforting to know that areas of atomic 
development other than power are pro- 
gressing apace and with conspicuous 
absence of non-germane public discus- 
sion. 


If we could but assess the power pro- 
gram with the same constructive objec- 
tivity as we can the other fields of nu- 
clear energy development and applica- 
tion, we would serve both the power 
program and the nation’s best interests. 


As Dr. Hilberry said at the power 
conference, the program must go ahead 
because the nation is going to need the 
power. 


But he also said that none of the 
power reactor projects launched to date 
would bring atomic power into economic 


equilibrium with power from conven- 
tional sources, and that another “gener- 
ation” of atomic power plants would 
have to be brought to the maturity of 
full-scale test before the atomic power 
business will have the kind of operating 
experience and cost to stand on its own 
economic feet. 


Looking forward to projected power 
demands two decades hence, Dr. Hil- 
berry said: 

“If were going to meet those de- 
mands, we don’t have time to fiddle.” 


Realism, Not Pessimism 


Much of the talk at two major meet- 
ings concerned with atomic power last 
month centered on the “hardware and 
plumbing” problems of nuclear power 
development. These meetings were the 
American Power Conference sponsored 
by the Illinois Institute of Technology 
and the huge Philadelphia Nuclear Con- 
gress sponsored by the Joint Council of 
the Engineering Societies combined with 
the National Industrial Conference 


Board. 


It was quite clear from the formal and 
informal talks at these meetings, as it is 
from the technical literature and testi- 
mony before the Joint Committee in 
February and March, that the atomic 
power development program is not only 
more difficult but will cost more and 
take longer. 


One insurance company investment 








Photo from Brookhaven National Labora: ory 


Sea disposal of atomic waste. 
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Boiling Water Reactor at Atomic Energy Commission’s Argonne National 


Laboratory, Lemont, IIl., first to generate electricity from nuclear energy of the five 

reactor projects initiated in 1954 under the Commission’s Civilian Power Reactor De- 

velopment. It generated electrical power at its full design rating of 5,000 kilowatts for 

the first time in a test run on December 29. Live steam is generated in the uranium 

core by nuclear heat and piped directly to a turbine, eliminating need for intermediate 
heat-exchangers required in other types of reactors. 





expert who has kept an eye on the atom 
for many years remarked after the NICB 
meetings that there seemed to be a note 
of pessimism in the air. 


“Not pessimism,” he was told, “real- 
ism!” 


A Premature Issue 


This “realism” is part of the reason 
for the additional government push 
which is bound to come before the year 
is out. 


The question is how it will come, 
whether in a form which will expand 
federal power generating and distribu- 
tion activities, or in a form which will 
separate federal power policies and pro- 
jects from the federally sponsored re- 
search and development program for 
machines to utilize nuclear fuels. 


The half-century old squabble over 
federal power generating and distribu- 
tion policies is, at this point in time, a 
threatening mesh which entangles our 
thinking just when we need to think 
straizhtest. The nuclear reactor is so 
far from economic practicality as a pro- 


ducer of power that arguments over the 
rela':ve roles of public and private pow- 
er iuterests are premature, to say the 
leas 


one nuclear physicist, familiar 
wit’ the technical problem, recently put 


ae public vs. private power fight 


Api. 1957 


over the nuclear reactor is like a cus- 
tody fight over an unborn child.” 


Forum Appraisal 


“The Issue is Joined,” said The 
Atomic Industrial Forum in its March 
Forum Memo, one of the most useful 
services of its kind in the nation. 


The “issue” seen by the Forum Memo 
editors as having been joined early in 
the February hearings before the Joint 
Committee was whether or not specific 
legislation is called for to give the na- 
tional atomic power program the “push” 
which some spokesmen for both the Ex- 
ecutive and Legislative Branches of the 
Government seem to feel is needed. 


Chairman Lewis L. Strauss of the 
AEC, who proposed his own accelera- 
tion program in December, feels addi- 
tional legislation is not needed. It ap- 











roane 


MAIN OFFICE: 414 WOOD STREET e 


Member Federal Reserve System ¢ Member Federal Deposit knsurance Cerporation 


anking and | trust services 
FIDELITY TRUST COMPANY 


PITTSBURGH, PENNSYLVANIA 


pears that a majority of the members of 
the Joint Committee feel that both addi- 
tional legislation and additional dollars 
are needed. 

The real issue, however, is not so 
much whether special legislation is 
needed, as it is what kind of legislation. 

Suppliers of equipment and builders 
of power plants, who know they are 
going to have to be in the nuclear power 
business if they are going to stay in 
the business they are now in, know also 
that the period of development of nu- 
clear power equipment is going to be 
long, difficult and costly. 

They therefore have mixed feelings 
about the government concern as ex- 
pressed in dollars. Their question is 
how long can they continue to invest 
in the development work necessary 
without getting some return. According 
to Dr. Hilberry, somebody is going to 
have to provide the money for something 
like another seven years, assuming, on 
the basis of experience to date, that it 
takes at least four years to carry a nu- 
clear power project from conceptual 
design to ‘operating plant. 


It is difficult to pin down the years 
because improved versions of systems 
now being built for test may get under 
way before the original project is com- 
plete. But even the time scale envisioned 
by Dr. Hilberry—two generations of 
developmental reactors —calls for ex- 
penditures of from $150 to $200 million 
annually, divided between private and 
federal sources. 

There may be a valid question as to 
how much faster the program might go 
if government spending is greatly ex- 
panded, or how the government dollars 
should be provided, but the most signi- 
ficant question in the minds of the 
utility people is how the power (from 
government - financed developmental 
plants) is to be disposed of, not how 
the dollars are to be provided. 
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A banker talks 


Some noon hours he only listens. 


But talking, or just taking things in, a 
banker gets to know what his neighbors 
think. 


This is necessary because a banker has 
to know a community inside out before he 
can give it financial guidance, and put its 
idle money to work in wise and profitable 
ways. 


So bankers live and work in the commu- 
nities they serve. They share the ups and 
downs of home-grown economies. They lend 
a sympathetic ear to individual problems 
and offer advice or counsel when itissought. 
And they willingly accept the civic leader- 
ship placed in their hands by neighbors. 


Participating, talking and listening, 
bankers build progressively better banks. 
The net result is that commercial banking 
today solidly underpins the American way 
of doing business, and has the respect of 
the American people. 


The Chase Manhattan Bank is proud to 
represent and provide banking service in 
New York for more than 3,900 banks in 
towns, villages and cities from coast to coast. 


THE 


CHASE 
MANHATTAN 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORP. 








HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 




























































































































































































Indices are based on fund operation during the period covered and are No responsibility is assumed in so far as compliance with the State:.ent 
not @ representation of future results. They should be considered in the | | {lacx by issuers, underwriters or dealers, Principal’ indices for S..0¢ | f 
light of the individual companies’ investment policies and objectives 30, 1956 appear in the April 1956 issue and current income re: irns i 
R based on March 29, 1957 offering prices are available on rec cst, i 
and the characteristics and qualities of the investments of these companies. These will soon be added to a revised short form index. : 
a Fund 
eI 
Reference should be made to the introduc- 6t a 16* in is id é ; ™ 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 3/29/57 Last 12 mo. Div. % Prin. Less | 5-Yr. Avg. A 
eet of oa naga — a. Geen, 3/29/57 Net Cum. Cap. | Net Invest, | funds 
selecting stock an -of-livi a ae . . 8 : a i 
periods and in interpretation of data. Principal iii Principal — on ~~ — Income % - 
BALANCED FUNDS » min 
American Business Shares — 65.9 177.1 170.4 3.49 2.16 105.6 3.41 sets 
Axe-Houghton Fund “A” _— 71.4 275.8 266.1 2.66 6.38 181.0 2.69 throu: 
Axe-Houghton Fund “B” — 88.1 316.4 303.2 | 2.90 4,24 224.8 3.31 pate 
Boston Fund 103.1 60.2 250.1 234.6 2.67 4.51 179.8 3.00 Wach 
Commonwealth Investment 106.3 3.5 306.9 $288.3 3.08 3.08 7229.7 3.38 Was! 
Dreyfus Fund**** (c) int — 309.7 297.5 1.89 4.41 243.1 2.72 @ aid ir 
Eaton & Howard Balanced 114.5 73.6 274.7 4259.3 2.81 1.79 4223.3 3.24 tion ; 
Fully Administered Fund (Group Securities) — — 69.4 192.0 181.7 3.93 4.55 128.9 3.34 . 
General Investors Trust 110.0 65.2 189.7 182.8 3.53 6.46 132.3 3.74 rh 
Investors Mutual sie 73.5 217.2 204.9 3.63 1.53 168.4 3.73 @ indus 
Johnston Mutual Fund _ — . S007 4264.1 3.05 2.34 4229.7 3.38 e ity 0 
Nation-Wide Securities** 102.6 59.6 185.7 4173.2 3.45 3.60 4133.6 3.70 je 
George Putnam Fund — 69.2 219.4 207.5 | 3.12 3.63 163.1 3.32 Firs 
Scudder Stevens & Clark 97.4 80.9 216.5 204.3 2.97 4.27 162.3 3.13 am, 
Wellington Fund 105.2 75.0 230.3 4217.4 3.10 3.10 4162.8 3.30 adeqi 
Whitehall Fund — — 278.3 $264.9 3.51 5.19 +208.6 3.63 @ pals 
Wisconsin Fund, Inc.*** (c) _— 65.1 314.2 299.5 3.47 4.51 196.9 nae mang 
AVERAGE; BALANCED FUNDS | 105.6 70.8 245.0 232.5 3.11 3.83 168.9 3.32 in an 
STOCK FUNDS pe 
Affiliated Fund*** _— 50.2 255.8 4247.6 3.57 4.03 4147.4 3.84 ages 
Broad Street Investing Corp. 1 109.9 60.1 330.6 4311.0 3.60 4.28 4244.0 4.10 of th 
Bullock Fund 109.8 61.0 324.3 310.9 2.90 4,24 242.9 3.46 tome 
Delaware Fund - 76.1 224.2 $216.7 3.05 5.19 4116.9 3.36 pecti 
Diversified Investment Fund, Inc.*** (c) — a" 226.8 213.3 3.95 3.95 174.5 4.40 e aa 
Dividend Shares 109.0 62.1 264.9 248.0 | 3.00 3.33 194.1 3.47 | 
Eaton & Howard Stock 107.1 62.7 396.0 +374.0 2.40 1.59 7316.1 2.97 resp¢ 
Fidelity Fund — — 381.1 4355.2 3.39 3.64 ¥295.1 4.04 e suml 
Fundamental Investors 105.2 64.8 432.4 +398.3 2.86 3.44 4324.4 3.55 9.75! 
Incorporated Investors 103.6 63.9 439.0 392.6 2.45 4.23 303.4 3.06 hie 
Institutional Foundation Fund —.____ —_— — 256.3 243.5 3.75 3.75 178.2 3.57 @ ‘ 
Investment Co. of America a 50.8 3381.3 4312.5 | 2.46 7.11 204.8 3.03 chas 
Knickerbocker Fund (c) —. — _ 69.0 146.3 141.9 3.70 3.33 81.3 2.75 '  brae 
Loomis-Sayles Mutual Fund (c) ~~ .__ 72.4 74.2 245.4 239.4 2.93 6.01 149.5 2.90 port: 
Massachusetts Investors Trust _........._-_ 110.7 50.7 356.8 +320.9 3.31 1.13 ¥292.4 3.90 
Mass. Investors Growth Stk. Fund __.__ 114.2 57.4 384.8 355.8 1.83 4.35 278.9 2.30 cai 
Mutual Investment Fund (c) : 129.7 56.1 220.4 210.2 2.76 3.90 160.2 2.72 
National Investors — 60.7 422.8 +398.0 2.41 5.09 4296.6 2.78 ] 
National Securities — Income*** (c) _. — 66.0 147.7 137.9 4.77 3.13 112.6 5.12 e 
New England Fund (c) 117.4 61.4 205.5 198.9 3.59 1.05 144.8 3.69 
Selected American Shares 123.8 60.9 274.7 $255.2 3.01 9.04 |. 7170.5 3.51 
Sovereign Investors _— 62.5 211.8 ¥192.3 3.68 1.44 +159.2 4.15 
State Street Investment Corp. .. 92.8 60.7 319.0 311.7 2.62 8.93 7187.8 2.66 
Wall Street Investing Corp. (a) — — 863.5 4342.5 2.96 1.29 4317.3 3.40 @ 
AVERAGE: STOCK FUNDS 108.1 63.2 311.3 291.9 2.98 4.11 217.1 3.30 
500 STOCK INDEX (Standard & Poor’s)n 106.7 59.8 400.1 353.2 a a — — 
CONSUMER PRICE INDEX (B.L.S.)n — — 99.7 199.2 a ne — — — 
Base index number of 100 is the offering price on Dec. 30, 1939. 
COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing over i 
dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. i 
: : er Cc. IN DISTRIBUTION column (18) represents percentage of ; 
anise Gieided Ly the 1959 Soong 1 gpealagag 16 less all capital distri- distribution, i any, ai pete gains or ae oo aaah, ae current ! 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
securities (excluding all capital distributions). or balanced funds in existence at the time. 
nm—new revised series adjusted to 1939 base. t—Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945. 
(c)—regrouping awaits new detailed classifications. revised index. ***Not included in balanced or stock averag*. 
New England a flexible fund with current +Ex-dividend current month. ****#Name changed from Nesbett Fund. 
balanced policy. @Principal index begins after 1939 base date. 
(a)—Does not reflect new acquisition cost. 
COPYRIGHT 1957 BY HENRY ANSBACHER LONG. 
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INVESTMENT COMPANY NOTES 
By HENRY ANSBACHER LONG 


Funds Prepare to 
Enter Municipal Field 


A wave of new offerings of mutual 


7 funds is in the planning stage as a re- 








/ 


' sult of expected passage of legislation 
now before Congress which would per- 
mit mutuals investing 95% of their as- 
sets in municipal bonds to “pass 
through” the tax exemption to their 
shareholders. The Administration in 
Washington views this step as a distinct 
aid in the financing of school construc- 
tion and other municipal programs. 


The enthusiasts in the mutual fund 
industry, although there is not unanim- 
ity of outlook, see a broadened market 
for municipals, for two primary reasons. 
First, the smaller dealer who was not 
adequately equipped to handle munici- 
pals effectively now will have expert 
management and a municipal package 
in an easily marketable form. Inventory 
worries will be at a minimum since the 
dealer will merely take down his shares 
of the municipal upon sale to the cus- 
tomer. Secondly, a new market of pros- 
pective shareholders will be opened 
(some mutual executives expect little 
response from present investors). As- 
suming a maximum net yield of around 
2.75% tax free, the fund would prob- 
ably begin to interest prospective pur- 


chasers in approximately the 40% 
bracket. The top gross yield from the 
portfolio is estimated by us at 314%, 


—— 


the mean between the 1956-7 high and 
low for tax-exempt long-term bonds 
rated “A” by Moody’s. Over-all manage- 
ment expense might approximate 14%. 
The really wealthy investor would un- 
doubtedly show little interest. 


Four established mutual sponsors 
have already taken definite steps to go 
ahead once the legislation is approved. 
Sponsors of the Atomic Development 
Mutual Fund have filed a preliminary 
registration statement for The Tax Ex- 
empt Bond Fund, Inc. which will be 
offered in an approximate amount of 
$20 million with Equitable Securities 
Corp. as principal underwriter. After 
the initial underwriting period, it is ex- 
pected that this as well as the other new 
municipal investment companies will 
have features similar to the conventional 
mutual. Keystone Custodian Funds ob- 
tained approval from its shareholders 
last year to change the policy of its Bl 
portfolio (presently invested in govern- 
ments and good grade corporates) so 
that it might be used as a nucleus for a 
municipal fund offering which will be 
made by Lehman Brothers. Similarly, 
Vance Sanders plans to revamp its Bond 
Fund of Boston so that it, too, will be 
ready-made for an offering of over $10 
million to be underwritten by Paine 
Webber. But Colonial Management As- 
sociates, who also manage Colonial 
Fund and Gas Industries Fund, will 
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A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 
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leave their Bond Investment Trust of 
America intact and organize a new bond 
fund whose shares will be offered initi- 
ally by First Boston Corp. as principal 
underwriter. 


The Axe-Houghton group has also 
displayed marked interest in the organ- 
ization of a municipal bond mutual and 
Kidder, Peabody is reported to be plan- 
ning an underwriting group for an un- 
disclosed mutual sponsor. Loomis-Sayles 
has been known to be interested in the 
idea for some time and still has it “under 
study.” Certain long established groups 
in the mutual field, however, do not dis- 
play equal enthusiasm. At the time of 
this writing, for example, National Se- 
curities and Research was undecided on 
the formation of such a company. Group 
Securities is definitely unfriendly to 
such a set-up and Hugh Long has 
shelved the idea for the present. In 
some of these quarters, it is felt that 
the return over the longer run might 
not be competitively attractive to the 
investor while the smaller commission 
involved would not sufficiently interest 
the salesman. Difficulties in administra- 
tion, such as daily pricing, have also 
been cited. Others mention the cost of 
adequate supplementary research staffs. 





A mutual fund 
investing in common stocks 
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To this writer, the primary drawback 
of a mutual invested in municipals, di- 
versified geographically as it must ne- 
cessarily be, is its essential lack of real 
liquidity. A mutual, by definition of 
the open-end investment company under 
the federal Investment Company Act of 
1940, must make its:shares redeemable— 
practically on demand—except in times 
of emergency. But the general munici- 
pal market is not especially notable for 
its ready liquidity and immediate cash 
demands made on a portfolio invested 
primarily in such securities could be 
probably met only at a considerable 
sacrifice in their prices. Undoubtedly 
these new mutuals will not purport to 
hold out the same degree of liquidity 
for their investors as their predecessors 
in the open-end investment company 


field. 


Funds’ Investment in Steel 
Stocks Exceed Half Billion 


Seventy-six mutual funds and closed- 
end investment companies held over one 
half billion dollars worth of common 
stocks of the nation’s iron and steel 
companies at the year-end, according to 
a special survey recently completed by 
the American Iron and Steel Institute 
and published in the April issue of Steel 
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Whenever you or your clients 
want information on any bank- 
ing matter in Pennsylvania, call 
on Tradesmens. Routine mat- 
ters are handled quickly and 
efficiently and more difficult 
problems receive the painstak- 
ing care and attention of a 
bank with over 100 years’ 
experience in Pennsylvania. 


TRADESMENS 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 
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Facts. The total investment of $508,738,- 
000 represents an increase of 37% over 
the amount held by these companies a 
year earlier. As the Institute points out, 
part of the gain in value was due to the 
rise in price of steel stocks during 1956, 
but at the same time many of the funds 
added to their holdings during the 
period. 

In assessing the current interest of 
the investment companies in this in- 
dustry, it is sensibly emphasized that 
“during the stock market decline in 
early 1957, some of the funds may have 
altered their investments in steel stocks.” 
However, at the 1956 year-end, invest- 
ment of the 76 funds in the iron and 
steel industry junior equities was equiv- 
alent to 8.4 per cent of total common 
stock holdings. A year earlier the com- 
parable figure was just 7 per cent. 


A major portion of the investment 
company industry was represented by 
the 76 companies. Most funds investing 
in specialized industries or types of se- 
curities other than common stocks as 
well as those primarily interested in 
Canada and other foreign areas were 
not included. A small number of diversi- 
fied funds with no interest in steel in 
either 1955 or 1956 were also excluded. 
The survey points out that it is estimated 
that the 76 companies spend approxi- 
mately $25 million each year for re- 
search and supervision of their port- 
folios. 


Tri-Continental Favored 


Closed-end Under MIP 


Tri-Continental Corporation contin- 
ued the favorite closed-end investment 
company to be purchased by investors 
under the Stock Exchange’s Monthly In- 
vestment Plan as of the end of 1956. 
Out of 2,635 accounts invested in the 
closed-end funds, 1,215 used Tri-Conti- 
nental as the investment medium. Leh- 
man Corporation was the next most 


popular closed-ender under such } Jans, 
ranking twelfth among all stocks used in 
MIP, whereas Tri-Continental was »um. 
ber eight. The ten most widely held 
closed-end companies in MIP wer: : 


1.215 Tri-Continental Corp. (common) 
679 Lehman Corp. 
203 Adams Express 
118 Atlas Corp. (common) 
86 U. S. and Foreign Securities 
73 Carriers and General 
72 General Public Service 
55 General American Investors 
40 National Shares Corp. 
27 Pennroad Corp. 


California Leads in 


1956 Mutual Sales 


Once again Californians purchased 
more mutual funds than the residents of 
any other state in the Union. With 1956 
additional investments in _ open-end 
shares exceeding $240 million, the in- 
crease in purchases over the previous 
year was more than 12%. The 1956 
amount accounted for 17.8% of the 
country’s total sales. New York with 
14.6% of the year’s over-all purchases 
and Pennsylvania with 6.2% maintained 
their positions as the second and third 
largest mutual markets. Interestingly 
enough, sales declined for the year by 
over 10% in Massachusetts, the domicile 
of several of the largest and oldest mu- 
tual fund groups, but the states’ resi- 


dents still ranked fifth. 


1956 Mutual Sales in Ten Leading States 


Sales Per-cent of 
(in 090’s) National Total 
California _ $240,258 17.84% 
New York __. . 197,163 14.64 
Pennsylvania 84,036 6.24 
Pinos, 64,375 4.78 
Massachusetts 60,603 4.50 
Nassourl 58,987 4.38 
CS 47,405 3.52 
Michigan _— 46,462 3.45 
Minnesota _— 45,520 3.38 
Piorida —_..__. 42,692 3.17 
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vith Through The Slough. This 75-ton gasoline “splitter” was made by U. S. Steel’s 

anes Consolidated Western Steel Division in San Francisco. It was so huge that it had to be 

ned shipped on a sea-going barge through an old slough (tidal creek) that hadn’t been used for 

lird 50 years and was specially dredged out for the journey. 

igly wn Ul 

by 12-Ton Stainless Steel Propeller. 

cile A typical Great Lakes ore boat will de- 
velop about 4,000 horsepower. But 

wd newer models turn out 7,000 hp., and 

‘81° need stronger propellers to harness this 
extra energy. These blades were made 
from Stainless Steel: it casts easily, 

ies resists fatigue, and is easy to weld. p 

of 

otal 


| 


The Mysterious Bends. This “sucker rod” was 
pulled from an oil well in which the casing had 
collapsed. This 14-foot sucker rod had been 
twisted into an 18-inch pretzel, yet it didn’t break 
or even crack! The rod was made by the Oil Well 
Supply Division of U. S. Steel. 


UNITED STATES STEEL 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING. . NATIONAL TUBE . . OIL WELL SUPPLY 
TENNESSEE COAL & IRON . . UNITED STATES STEEL HOMES . . UNITED STATES STEEL PRODUCTS 
UNITED STATES STEEL SUPPLY. . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY « UNIVERSAL ATLAS CEMENT COMPANY 




















SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every other 
7-610 Wednesday evening by United States Steel. Consult your local newspaper for time and station. 


















For companies reporting on a calendar 
year basis March is the month of annual re- 
ports, supplemented by yearly meetings of 
shareholders. Management will speak 
through these channels and scheduled ap- 
pearances before security analyst groups may 
bring some restatements of facts and fore- 
casts made public earlier. 


The extent to which elaborate reports are 
read by recipients is an open question. Many 
more companies now use summary reports of 
financial data as advertising in an attempt 
to secure greater attention from stockhold- 
ers and the financial community. 


The adoption of short form reports for 
general mailing with a complete report sent 
only to those making a specific request has 
been adopted by several mutual life insur- 
ance companies. To date this procedure has 
not been utilized widely by shareholder 
companies. Supplemental statistical reports 
sent only to professional investors are part 
of the financial relations program of many 
public utilities and integrated petroleum 
companies, but complete and conventional 
annual reports are circulated to all stock- 


holders. 


Specific forecasts of future earnings are 
avoided in the written texts of annual reports 
although they have become commonplace in 
talks by management. 





AMERICAN CAN CO. 


By Witu1am C. STOLK, president 


Higher prices for cans are scheduled 
for May 1, reflecting the recent 444% 
rise in plate prices. The new schedule of 
can prices was not disclosed. This con- 
templated increase follows two 1956 in- 
creases totalling 7%, both in the wake 
of price boosts for steel plate. 


An estimated 9% increase in Canco’s 
1957 sales is expected to lift earnings 
above the $34.8 million of 1956. Com- 
petition in 1956 prevented passing on 
all higher material and labor costs so 
sales rose and earnings declined. 


Cleveland Society, March 1957. 


AMERICAN MACHINE AND 
FOUNDRY COMPANY 


By Davip S. MEIKLEJOHN, treasurer 


Company is expanding and diversify- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 


ing its activities in four fields that ap- 
pear to provide opportunities for 
growth: automation; recreation; power 
and energy sources to meet accelerating 
demands of automation and a growing 
population with rising living standards; 
defense, particularly atomic weapons 
and guided missiles. 


All-time high earnings in 1956 of 
about $9 million almost doubled the 
$4.8 million reported in 1955. Half of 
1956 earnings came from rentals which 
will be higher in 1957. 


Stock dividends paid in the past few 
years brought the total value of divi- 
dends to about 75% of reported annual 
earnings. $1.20 was paid in cash and 4% 
in stock during 1956. 


Preliminary estimates: for the first 
quarter of 1957 indicate almost a 25% 
increase in both sales and earnings. 

San Francisco Society, March 28. 


THE ANACONDA COMPANY 


By Roy H. GLover, chairman 


Anaconda’s survey of individual cop- 
per mining properties in the U. S. indi- 
cates that 151,000 tons were produced 
in 1956 at costs of 30 cents a pound 
and higher which represented 13.9% of 
total domestic production; 245,500 tons, 
or 22.6% involved costs of 29 cents or 
higher and 359,400 tons, or 33.1%, of 
1956 U. S. output had costs of 25 cents 


or more, 


The needs of the domestic economy 
require all the 29 cent copper but pres- 
ent market prices do not justify the 
mining risks in maintaining this output. 
Current U. S. price of 32 cents is 16 
cents a pound below last year. Suspen- 
sion of high cost production is already 
taking place. Anaconda has closed one 
mine and is planning to close another 
with monthly production of 2,000 tons. 
Unless prices rise further curtailment 
of production may be expected which 
will create another period of scarcity 
unless the level of industrial activity is 
greatly reduced. 


Since September 1956 about 25‘; of 
domestic copper consumption has been 
drawn from consumers’ inventories. In- 
ventory balances in users’ hands are 
still sufficient for about twelve months 
although some have been drawn down 
to “dangerously low” levels. 

Boston Society, March 19. 


ATCHISON, TOPEKA AND SANTA 
FE RAILWAY 


By Ernest S. Mars, vice president 

finance 

Investor interest, as measured by 
common stockholders, increased with 
the addition of 9,154 names in 1956. 
This 21% increase is largely due to the 
5-for-1 stock split, placing the stock in 
a more popular price range. 


The $70 million net reported for 1956 
was a decline of 914% although opera- 
ting revenues rose 2% over 1955. In- 
cluded were $9 million dividends from 
separately operated companies. 


Net current assets declined 
$110 million to $87 million as a result 
of capital expenditures which exceeded 
depreciation accruals by about $47 mil- 
lion along with Federal income tax pay- 
ments in excess of accruals. 


from 


Traffic diversification continued broad 
with only three of the 262 standard 
freight classifications producing as much 
as 3% of total freight revenue, and 
none as much as 7%. Revenue ton miles 
reached an all time high for peace time, 
in spite of a 25% decline in automobile 
production, a 15% drop in_ housing 
starts, and continuation of drought in 
a large area of the southwest, and the 
steel strike. 


Car loadings are down 3% up to the 
second week of March but physica! vol- 
ume of freight traffic for 1957 is ex- 
pected to approximate 1956 levels. 

The wage-price-spiral may be expect 
ed to continue with further incre 
scheduled for non-operating employees 
and firemen in the next two years. in 
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addition to cost-of-living adjustments, 
as well as pending demands from three 


operating organizations seeking  in- 
creases !arger than those recently grant- 
ed the firemen and non-operating em- 
ployees. There have been eight rounds 
of wage increases in ten years, with a 
reduction in the work week for over 


© 30% of railway workers from 48 to 40 
® hours. Each 1 cent increase in hourly 
} sate adds $1.4 million to Santa Fe’s an- 


| nual payroll. 
Los Angeles Society, March 15. 


BORDEN COMPANY 


By HaroLp W. ComFort, president 


Non-dairy products representing only 
11% of total 1956 sales almost touched 


8100 million. Chemicals represented 
» $39 million, a 34%. increase. Borden 


recognizes the importance not only of 
adding new products with growth, pro- 
fit, and stability potentials but also the 
necessity of “lopping off dead limbs” 
such as caramels, frozen foods and pro- 
duce. 


The five factors that will determine 
Borden’s future were designated as re- 
search, new products, foreign opera- 
tions, expanded capital expenditures and 
complete review of all operations in- 
spired by the start of the company’s 
second century. 

New York Society, March 14. 


CHRYSLER CORP. 


By F. W. Miscu, financial vice president 


Sales of passenger cars and trucks for 
the first quarter are expected to pass 
$1 billion, the greatest dollar volume 
for any quarter. Net in the first two 
months exceeds the corresponding 1956 
_months. First quarter sales of $742.3 
million in 1956 produced net of $1.25 
a share. 

Since December Chrysler models have 
| sold 19% or better of the national mar- 
ket each week as against 16.3% in 1956 
j) and 17.1% in 1955. Current shipments 

from U.S. plants now total 32,000 cars 
| 4 week against 17,000 last year. 


Sul tantially higher profits on sales 


are c ntemplated than the .75 of 1% 
in 1956 or the 2.89% return of 1955. 
While productivity of workers is im- 
proving, Chrysler has a long way to go 
befor» it reaches levels of Ford and 


General Motors. Ford produced 14 cars 
per «ployee in 1956 against Chrysler’s 
proc ction of only 9 cars. 


re are no plans to manufacture 
mor components in preference to using 


Apnit, 1957 





outside suppliers in spite of the fact 
that Chrysler makes considerably less of 
its end products than its principal com- 
petitors. Mr. Misch stated: “There are 
sufficient calls on our resources so that 
we are not looking for opportunities to 
spread ourselves just for the sake of 
doing so.” 

The same restriction applies to di- 
versification outside the automotive 
field, in spite of starts with the Airtemp, 
Cycleweld, and Oilite product lines. 
Passenger car and truck programs will 
have immediate priorities. 


Except for the final instalment of the 


$250 million 100 year loan from Pru- 
dential which will be received in 1957, 
Chrysler expects to finance entirely 
from internal sources for the next few 
years. 

New York Society, March 7. 


CLARK EQUIPMENT CO. 


By GEorGE SpaTTA, president 


Sales estimates of $40 million for the 
first quarter will not be reached be- 
cause of two strikes, one at the Com- 
pany’s Jackson plant and the other at 
the plant of its largest customer for 
automotive parts. The $10-$12 million 
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™@ COMPLETION OF CONSTRUCTION PROGRAM: Two new 
manufacturing units were added in 1956—increasing 
capacity 50% over 1955. This marked the completion of 
the Company’s current expansion program. 


@ SALES: Tile sales rose 20%. 


@ EARNINGS: Net profit amounted to $1.56 per share versus 
$1.49 a year ago. 


@ CASH DIVIDENDS continued at $.70 per share (including 
a 10¢ extra payment). 1956 marked the 9th year of un- 
interrupted payments. 


@ STOCK DIVIDEND of 5% was paid in September—increas- 
ing the number of shares outstanding from 645,200 to 
677,460. => 





= 


A copy of the annual report 
booklet may be obtained by 
writing the Company at Lansdale. 


Manufacturers of ceramic 
.-\ wall and floor tile 


AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


“America’s Oldest Name in Tile” 
Lansdale e Pennsylvania 
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reduction in sales will bring lower earn- 
ings than the $2.6 million reported in 
the initial quarter of 1956. 

In spite of the poor first quarter, “we 
still hope to reach our 1957 goal of 
$160 million in sales and profit margins 
of 5% to 7%.” He predicted business 
of $200 million in 1959 and 1960 with 
the same profit margins. 

New York Society, March 21. 


SOUTHERN CALIFORNIA EDISON 
COMPANY 


By Harotp Quinton, president 


Edison expects to be among the first 
to generate electricity from atomic heat 


when the reactor under construction by 
Atomics International, a division of 
North American Aviation, Inc., is 
brought into operation next September. 
Quinton declared, “The plant we have 
built is a small one, 7,500 kilowatts, but 
its importance as a research project 
bears no relation to its anticipated elec- 
tric output.” 


$180 million of new money will be 
required in 1957-58 to finance the con- 
struction program, in addition to the 
recent $37.5 million bond issue. Most 
of these funds will come from bonds 
and preferred stock. Common stock will 
be issued “sparingly and reluctantly.” 
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The eighth largest public utility jy 
terms of assets expects to add 75,00) 
new meter connections in 1957, which 
will be roughly equivalent to seryin 
a new community of about 200,000, 


A record harvest of water for opera. 
ting the Big Creek hydro plants cop. 
tributed about 20 cents to the $3.44 , 
share reported for 1956. Earnings of 
$3.10 to $3.15 a share should be real. 
ized in 1957 with an average water 
year, and without allowing for the) 
rate increase for which an application} 
is pending. 


Quinton concluded that he wouk§ 


favor a payout policy for dividends o 
70% of whatever level of earnings th 
new rates might provide. 


New York Society, March 20. 


STANDARD BRANDS, INC. 


By Jort S. MITCHELL, president 


Aided by acquisition of the corn proc § 
essing and American Partition division 


of Clinton Foods in April, net incom 
rose 14.5% on a sales increase of 18% 
in 1956. For the March quarter of 1957 
earnings are expected to reach $1 a 
share compared with 87 cents for the 
first quarter of last year. The full 1957 
year should show an increase in both 
sales and earnings over 1956. 


Cash flow from the Clinton acquisi- | 
tions, including annual depreciation ac- 
cruals of $3 million, are sufficient to fi- 
nance capital expenditures and provide 
for debt amortization. 


New York Society, March 5. 


A & B 


ECONOMIC SYSTEM ANALYZED 

“People’s Capitalism,” a 32-page analy- 
sis of the American economic system, 
has been published and circulated by The 
Hanover Bank, New York. Written for 
the layman by Marcus Nadler, the bank’s 
well known consulting economist, the 
booklet presents a contrast between the 
American economic system and that of 
totalitarian countries, notably Russia. It 
discusses ownership of the means of pro- 
duction, the standard of living, and what 
lies ahead. It is easy to read, well il- 
lustrated with photographs, drawings 
and tables. There is remarkably wide 
coverage for so brief a volume. Under | 
“Ownership of Production,” for example, 
the author treats of individuals, mutual 
funds, retirement funds, labor wnions, 
philanthropic institutions, foundations, 
universities and family-owned corpora- 
tions. He discusses the current wider 
distribution of stock, various aspects of | 
labor unions, and what is happening 12 
agriculture. i 
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General Electric’s record of more than 
$4 billion in sales during 1956 meant 
progress for many people. 

Progress for customers came in new 
and improved products to help Amer- 
icans live and work better — electri- 
cally. A record 362,122 owners bene- 
fitted from increased sales, earnings, 
and dividends. Employees gained rec- 
ord compensation and benefits, and 
broader opportunities for self-devel- 
opment. Many thousands of other busi- 
nesses found mutually rewarding 
relationships with General Electric: 
suppliers alone were paid almost half 
of every sales dollar. And there was 
progress for every citizen in General 








Share owner participation: Open house at a new General Electric plant 





Electric’s contributions to defense, aid 


to education and pioneering new fields 
such as the gas turbine. 

There were major advances in re- 
search and development, including 
progress in “heatproof” electronics, 
“super-strong” metals, atomic-electric 
power, and jet engines (now in the 
world’s fastest planes, soon to power 
commercial airliners). Progress was 
made in developing leaders with over 
3,500 General Electric people studying 
professional management. 

You'll find more complete details of 
these, and many other areas of prog- 
ress, in the 1956 Annual Report, now 
available. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 


Apri. 1957 


OUT NOW -—The General Electric Annual 


A YEAR OF RECORD PROGRESS 





Report discusses 


HIGHLIGHTS OF THE 
ANNUAL REPORT 


e The opportunities ahead (Presi- 
dent’s Report) 





oree eee eee eee 


e New and improved products that 
helped General Electric appliance 
sales reach an all-time high. . Pp. 2-3 


e News in automation — industrial 
Ce eee ee Pp. 4-5 
e@ Progress on earth satellite, mis- 
siles, atomic electric power. . Pp. 8-9 


e@ Developing leaders for the future 


in a growing nation ..... Pp. 10-11 
e Progress for suppliers, dealers, 
other businesses ........ Pp. 14-15 


e New business in gas turbines P. 16 


e More defense for the taxpayers’ 
dollar P.17 


4202664462 0 2.6.94 2069 


@ 1956 financial review. 


. .Pp. 18-29 


if you would 
like a free copy 


of the Annual Re- 
port, write Dept. 
2-119N, Schenec- 
tady, N. Y. If you 
own General Elec- 
tric shares held in 
the name of a 
broker, or in the : 
nominee name of a bank or trust 
company, write to Dept. 2-119Y, and 
we will mail you regularly our share 
owner publications. 
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The Trend in Councils 


Survey Shows Switch to Four-Profession Membership 


WALTER J. McLAREN 


Trust Officer, National Newark and Essex Banking Company, Newark, N. J.* 


HE LIFE INSURANCE TRUST COUNCIL 
TV iice was the first step toward a 
new era of cooperation with a better 
understanding of the limits beyond 
which neither the Life Insurance nor 


| The Trust group should be expected to 


proceed. The concept was sound, but it 


| did not go far enough to give the pub- 
| lic the benefit of complete estate plan- 
| ning service, because the lawyers and 
| accountants were excluded from join- 
| ing. 








ES 


The next development was to convert 
the old council form into an Estate 
Planning Council in which all four 
groups could join. This should provide 
a common meeting ground on which 
the members of the estate planning 
team, through better understanding of 
each other’s areas of action, can learn 
to cooperate to develop more and better 
estate plans. 


As a member of a Life Insurance and 
Trust Council I have been intensively 
interested in the Estate Planning Coun- 
cil. In 1954 I was honored with an in- 
Vitation to speak at the first meeting of 
the Estate Planning Council of Central 
New Jersey. I came away with the feel- 
ing that they would achieve more in 
the field of estate planning than our 
council with its restricted membership. 
I reported on my experience to the Ex- 
ecutive Committee of our Council and 
received authority to proceed with a 
survey. 


Too Many Experts 


Our Council has always been aware of 
the greater benefits to be derived from 
broader membership, but we had not 
been able to solve a problem that seems 
peculiar to our geographic area. The 
North Jersey section is a great industrial 


and business area, the executives of 
which reside in the area as do thousands 
of executives who commute to New York. 
It is an area of wealth with countless 
*Ed Note: Mr. McLaren conducted a survey of 
Life tr surance and Trust and Estate Planning 
Couneci's to be of service to his own Council of 
North . ersey. Since the results may be of interest 
to council members generally, TRUSTS AND ESTATES 
8 glac to publish his report. 

Apri, 1957 


prospects for trust service and life in- 
surance. There is much service to be 
done in estate planning. 


Trustmen from other parts of the 
country have told me that the number 
of attornies specializing in estate work 
is appallingly small. In New Jersey there 
are more lawyers per capita than else- 
where in the United States and the per- 
centage who have become skilled in tax 
and estate work is high. That has been 
our problem. 


The Council idea has its greatest suc- 
cess in relatively small groups where the 
membership get to know each other as 
individuals. To invite all the lawyers 
that our group would consider qualified 
would be bound to cause hurt feelings 
among those not invited. If all those who 
were invited accepted, the Council would 
become too large and the lawyer group 
could dominate the voting. 


Survey Results 


The following are the questions and 
an analysis of replies from 60 Councils, 
including our own, replying to my ques- 
tionnaire. 


1. Does your council have lawyers as 


members? 46 Yes. 12 No. 


2. If you have lawyers in your mem- 
bership, what are the requirements for 
membership? Twelve councils have no 
requirements. Four admitted lawyers by 
a secret ballot of the admission commil- 
tee. A lawyer is eligible in eleven coun- 
cils if he has a background in estate and 
tax work. Some fix a numerical limit to 
the membership of each of the four 
classes and leave the selection of new 
members to those in the group affected. 
Other councils require membership in 
local, county, or state bar associations. 
None of those councils replying had en- 
countered any real difficulty in limiting 
membership of lawyers. No council re- 
porting had reactions to limitations on 
lawyer membership. 


3. If you do not have lawyers in your 


membership, have you had any indica- 
tion that they would like to join? One 


council wrote a complete report in an- 
swer to this question. On several occa- 
sions lawyer applications had been re- 
jected because of the twin difficulties of 
selection and limitation. The member- 
ship was again being polled on this 
question. None of the others reported 
any problem. 


4. If you have added lawyers to the 
membership, have you found that the 
better understanding of each other’s 
problems has produced more business 
and better relations for everyone? Do 
you consider lawyer member relation- 
ship Excellent — Good — Fair — Poor? 
The responses were almost unanimous in 
reporting better understanding and more 
business. Everyone termed the relation- 
ship “Excellent” except eight who regis- 
tered an enthusiastic “Good.” Several 
stated it was difficult to measure the 
amount of business resulting from the 
better understanding but indicated great 
respect of each other and fewer negative 
results. 


5. Have you considered including 
C.P.A.s? Almost every Estate Planning 
Council included C.P.A.’s In every case 
the relationship was reported to be ex- 
cellent even though percentage of mem- 
bers was usually small. 


6. Statistics of membership. Thirty- 
two Estate Planning Councils reported 
2,781 members, composed as follows: 
581 Trust Officers (21°) ; 726 Lawyers 
(26%); 1,191 Life Underwriters 
(43%); 343 C.P.A.’s (10%); 20 mis- 
cellaneous, representing home office per- 
sonnel and members of law school fac- 
ulties. . . . Eleven Estate Planning coun- 
cils reported percentages without giving 
the membership figures, running as fol- 
lows: 13% Trust Officers, 24% Lawyers, 
46% Life Underwriters and 17% 
C.P.A’s. .. . Of the Life Insurance Trust 
Councils, eight reported a total member- 
ship of 572 with Trust Officers 32% and 
Life Underwriters 68%. The percentages 
of the five that did not report figures 
gave about the same ratio. . . . The total 
membership of Estate Planning Coun- 
cils ran from a low of 21 to a high of 
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243; the Life Insurance and Trust Coun- 
cils from a low of 37 to a high of 115. 

. The number of meetings per year 
ranged from two to ten, an average of 
5.6 meetings being held by the 57 an- 


swering groups. 


7. Type of program. Every response 
listed the outside expert, with a question 
period following his talk, as. an import- 
ant part of the program. However, I 
sensed a certain enthusiasm when the 
round table or panel type of program 
was mentioned. One planned to try this 
form of program to revitalize interest in 
the council. . . . The other popular type 
of program is using a member expert to 
give a short talk and then lead a general 
discussion. . . . Some councils make it 
a practice to have certain meetings open 
to the public. In Connecticut a meeting 
is held with the Junior Bar Association. 


From this study it would appear, first, 
that the Life Insurance Trust Council 
is rapidly becoming outmoded. In my 
opinion, this is due largely to the fallacy 
of trying to play the game with only half 
the team. Second, it seems that the in- 
clusion of the other two professions 
helps to stimulate the interest of every- 
one. This cannot help but promote better 
understanding and better estate planning. 


Will-Drafting Contest Changed 
to Estate Planning 

The annual Will-Drafting Contest at 
University of Kentucky College of Law, 
sponsored by Security Trust Co., Lex- 
ington, Ky., was changed this year to a 
competition in Estate Planning. 

On March 22, senior law students 
were presented with a brochure and 
were given fifteen minutes instruction 
on developing solutions to the estate 
planning problem described therein. The 
brochure contained the rules of the con- 
test, and told the student to imagine 
himself an associate of a large Lexing- 
ton law firm who has been asked by 
one of the senior partners to draw up 
an estate plan for “Mr. and Mrs. Cox.” 
These clients had been in the office 
earlier and the pertinent facts concern- 
ing them had been recorded by the sec- 
retary for use in preparing the plan. 

The problem involved disposition of 
assets that included a home, a farm, a 
summer cottage, checking and savings 
accounts, securities, U. S. Savings 
Bonds, insurance, shares in a family 
business, and a power of appointment 
in a life estate set up by Mrs. Cox’s 
father. The memo cited objectives re- 
garding children and grandchildren. 





9 ANODONTIA ESE DAA 


WINS ESTATE PLANNING SCHOLARSHIP 


W. DeVier Pierson, right, University of | 
Oklahoma College of Law senior, receives’ 
fifth annual $500, scholarship awarded by/ 
Liberty National Bank and Trust Co. of 
Oklahoma City, as President Harvey P, 
Everest and Mrs. Pierson look on. Piersor 
chosen by the faculty on the basis of acg 
demic achievement and ability to do schol 
ly legal writing, will undertake special 
research in the field of estate planning. The 
award was founded by the trust department} 
of the bank to stimulate interest among law) 
students in estate planning. 





e Charles B. Neal, vice president and 
trust officer for First National Bank and 
Trust Co., Tulsa, was the principal 
speaker at the April meeting of the 
Young Men’s Forum of Tulsa. Mr. Neal 
spoke, and showed a film, on wills and 
trust agreements. 
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Diversify . 


Cut costs on pension plans 









HE IDEA still applies: “Don’t put all 
‘Dee eges in one basket.” In pension 
and retirement plans, nothing could be 
more true. 


Properly chosen, common and pre- 
ferred stocks combined with other types 
of investments can bring higher earnings 
with reduced costs. 


At The First our Trust Department 
builds flexibility into retirement fund in- 


The First National Bank of Chicago 


PROFITS 


—_— 


vestments. The result is hard working 
dollars for pension funds. Such a pro- 
gram can also add real value to a profit- 
sharing plan. 


A brief conference may give you a 
fresh outlook on investment trusts . . . 
and we’re ready to talk specifically when 
you are. What about today? 


The Trust Department 


Dearborn, Monroe & Clark Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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r THIS COUNTRY THE VESTING OF PEN- 


sion rights after a given age and a 
minimum period of service is a familiar 


| feature of pension plans for salaried 


employees. For example, the Bankers 


' Trust Company survey of 1956! records 
| that 74° of the non-pattern plans in- 


cluded in its study provided some form 
of vesting. And vesting provisions are 


' coming more and more to the fore in 
/ union demands for improvements in 


hourly-paid workers’ pension plans. The 


' automobile industry’s vesting at “age 


40 and 10 years of service” is a well- 


| known example of this trend. 


in Great Britain this de- 
velopment is still in its early stages and 
the question of “preservation of pension 


Howev er, 


rights” has become a subject for wide 
discussion in the press and elsewhere. 


Thus, for example, the Phillips Com- 


mittee on the economic and financial 
problems of the provision for old age 
reported” that it was in “the general 


national interest” (mobility of labor) to 
make arrangements to preserve the ac- 
crued pension rights of a person with 
“substantial service.” Employers were 
accordingly exhorted to consider this 
point when establishing or amending 
pension plans. 


This in itself may not be of particu- 
lar interest to our readers. The real 
reason we have raised this topic is be- 


cause of a detailed and carefully pre- 
pared 29-page report published by a 
“Working Party” of the Institute and 
Faculty of Actuaries.? Since vested 
rights are relatively a novelty in Great 
Britais. Spratling and his co-authors 
have en able to study the fundamen- 
tals 0° the subject. It will be seen from 
*Re ed in the August 1956 issue of this col- 
umn 
iy ind paper 9333, H. M. Stationery Office, 
954 
Bo vation of pension rights by F. H. Sprat- 
ling," W. Bacon & A. E. Bromfield. This report 
will ! tually be printed both in the Journal of 
the i ute of Actuaries and in the Transactions 
oF tl veulty of Actuaries. 
APR’. 1957 


PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


PORTABLE PENSIONS 


our discussion below of some of the 
findings of this report that U. S. prac- 
tice on “vesting” is neither the only 
possibility nor necessarily the best. 


The Cost of Vesting 


It is perhaps obvious—but it needs to 
be emphasized—that (in the words of 
the Working Party) the cost of “any 
enlargement of arrangements for pres- 
ervation of pension rights would sooner 
or later fall wholly on the employer.” 
Naturally the amount of this cost de- 
pends essentially on the age and service 
requirements for vesting to occur. And 
since, in Britain, it is generally assumed 
that “substantial” service must be rend- 
ered by the employee before he quali- 
fies for vesting, Spratling et al. remark 
that “the addition to employers’ costs 
would be less than might at first sight 
be supposed.” 


There are two reasons why this con- 
clusion is likely to be unfounded here. 
The first of these is the vastly greater 
mobility of labor—both salaried and 
hourly-paid employees—in the U. S. 
The second reason is the relatively short 
service requirements for vesting that are 
already quite common. Thus, for ex- 
ample, the December 1956 issue of the 
AFL-CIO “Collective Bargaining Re- 
port” states that workers earn their pen- 
sion credits as much as they do their 
wages and should thus retain these cred- 
its on severance without restrictive ser- 
vice and age requirements. This implies 
that the unions will eventually demand 
vesting of pension credits without any 
age or service requirements. Although 
this is still a thing of the future a num- 
ber of unions are already reducing their 
service requirements for vesting. For 
example, the Mine, Mill & Smelter 
Workers last year asked for full vested 
rights after 10 years of service, and had 
talked about a 5 year requirement at 
their convention earlier in the year. 


If the employers meet these demands 
—and the automobile “pattern” of 10 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


years and age 40 indicates that they will 
sooner or later—their “pension” costs 
may increase by a third or more. The 
experience of the Railroad Retirement 
Board is that the annual rate of sever- 
ance during the sixth year of employ- 
ment is about 10% of all employees 
who are in their sixth year with the 
railroads. By the eleventh year the 
figure is still as high as 5%. The “em- 
ployer credits” (whether in advance or 
arrear) on account of such severances 
are considerable and their elimination 
would produce the overall increase in 
cost just mentioned. 


Three Methods of “Vesting” 


Recognizing, then, that an increasing 
degree of vesting is upon us, let us re- 
view the possible alternative methods of 
granting “vested rights” to individuals 
who sever their employment after so 
many years of service with a company. 
Three such alternatives are discussed 
in the Working Party’s report already 
mentioned. 


The vesting of pension rights for an 
employee who is leaving to take up 
other work can obviously be achieved 
in three ways: 


(a) Cash or the equivalent in the 
form of partly paid-for insurance 
policies; 

(b) Deferred (“paid-up”) benefits 
of the pension (or part thereof) ac- 
crued to date of severance; 


(c) Payment of a transfer value 
from the original pension fund to the 
new employer’s fund. 


Only the first two of these methods are 
used at all widely in the U. S. Both of 
them are based on the insured type of 
pension plan, (a) on the “individual” 
policy plan and (b) on the Group An- 
nuity contract. They are widely used also 
in trusteed pension plans without, how- 
ever, due consideration of the possible 
merits of method (c). 


Let us start by discussing some of the 
disadvantages of methods (a) and (b). 
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These disadvantages will be found to 
disappear in method (c) which is, how- 
ever, not without disadvantages of its 
own. 


Disadvantages of Method (a) 


The disadvantages of paying “short 
service” vested rights in cash—as in the 
electrical industry’s plans—is no solu- 
tion to the pension problem. The release 
of the employer’s “savings” to his sever- 
ing employee will almost certainly re- 
sult in their dissipation long before that 
employee retires. All responsible per- 
sons inside and outside the unions 
should recognize this example of human 
frailty. 


Disadvantages of Method (b) 


If vested rights after, say, 10 years’ 
service are granted in the form of “paid- 
up” pension accruals available only at 
age 65—as under the existing auto 
workers’ plans —the costs of keeping 
these small items “alive” on the trustee’s 
(or insurance company’s) books and of 
paying them out eventually will be rela- 
tively high. This problem of cost is 
accentuated as vested rights are granted 
after shorter and shorter periods of 
service. 

But there are also disadvantages from 
the point of view of the employee him- 
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self. The vested pension granted under 
method (b) is usually deferred to age 
65 and if its receipt can be moved to 
an earlier age the amount of pension 
must be “actuarially reduced” by rough- 
ly 5 or 6% for each year lacking to age 
65. An employee who becomes disabled 
in his new job and draws a small pen- 
sion under his new plan is therefore 
either unable to anticipate his vested 
pension or has to draw a pension re- 
duced on the basis of the mortality of 
“active” lives. In either case he fares 
badly. 

Consider, further, the case—becoming 
more common every day and even the 
subject of union pressures—of an em- 
ployee whose “new” plan provides a 
widow's pension of one-half of his cred- 
its accrued to the date of his death in 
the company’s service. If this employee 
dies after, say, 5 years with his new 
company his “widow’s pension” is 
pretty meager—even if a minimum is 
set by the provisions of the plan—and 
his “vested right” from a number of 
previous employments method 
(b), precisely nil. 


using 


In other words, the rights to a vested 
pension commencing at age 65 are not 
worth too much to an employee in case 
of disability or death prior to that age. 


Disadvantages of Method (c) 


We turn now to method (c) — the 
transfer of a certain “value” in cash 
or securities from the fund of the em- 
ployer who is losing the employee to 
that of the employer who is hiring him. 
This procedure is free of the disadvan- 
tages we have levelled against methods 
(a) and (b) but it suffers from a queer 
trouble of its own: the actuary who de- 
cides on the “transfer value” 
severing employee’s vested rights will 
be different in most cases from the actu- 
ary who decides what “equivalent bene- 
fits” this transfer value will provide in 
the employee’s new pension plan. To 


of the. 


the layman this may seem a trivial prob. 
lem until he is reminded that, for 
example: 

(i) A straight pension of $x at age 
65 may have to be equated to an equiv- 
alent pension at disability, a 50% 
widow’s pension on death in service 
(not to mention supplements for or 
phaned children), and a pension on 
optional retirement at any time be- 
tween 65 and 70; 

(ii) The “old” actuary may have 
valued his fund’s liabilities at 2%%% 
interest while the “new” man may be 
using 342%; 

(iii) The new employer may prefer 
to give a certain number of years’ ser- 
vice as a pension credit under his plan 
instead of “freezing” the dollar 
amount of pension (as implied under 
(i) above): if the “new” plan is a 
final-average salary plan and the 
“old” plan is a career-average salary 
plan the actuarial equivalence must 
take assumed future salary increases 
into account. 


These are, of course, the kinds of prob- 
lems actuaries revel in and the employer 
will presumably trust his own actuary’s 
judgment when he is told that the new 
employee’s “transfer value” will provide 
y years of “prior service” credit under 
the employer’s pension plan. This being 
the case, method (c) is rather attractive 
—except perhaps for the consulting ac- 
tuary who may wonder if his increased 
fees will ever compensate him for all 
the “fiddley” computations he has to 
make in connection with “transfer 
values.” 


There is, however, another difficulty 
under the transfer value method. We 
have implied that if the “old” company 
had an insured plan of the Group An- 
nuity type no “transfer value” would 
be forthcoming*—though a transfer in 
the opposite sense would be possible. 
And it is clear that a “transfer value” 
could only be paid if the “new” com- 

4A “transfer value’”’ could be paid from an Ac- 


cumulation Fund under a Deposit Administration 
contract. 











OUR TRUST DEPARTMENT 


a complete personal 
and corporate trust service 


FIDELITY - BALTIMORE NATIONAL BANK 


Member Federal Deposit Insurance Corporation 


offers you 


in Maryland 
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pany had a trust fund (pension or pro- 
fit-sharing) into which to pay it. But 
wha: if the “new” company’s vesting 
privileges were more stringent than 
those of the “old” company? Or if they 
were non-existent? The employee given 
y years of service credit with his “new” 
plan might find, on severance three or 
four years later, that he had no vested 
righis at all. There is a danger here both 
for the employer and the employee. And 
its only solution is to “integrate” the 
vesting rules of “old” and “new” plans. 


Conclusion 


We may conclude with the observa- 
tion that method (c), the transfer value 
method, appears superior to methods 
(a), cash, or (b), “cold storage” pen- 
sion credits. But it is not always pos- 
sible to use it. However, if it can be 
used to avoid a portion of the “cold 
storage’ that is presently being built 
into pension funds, it will be doing both 
employer and employee a service. 


NON-INSURED PENSION 
IN 1955 


N THE DECEMBER 1956 COLUMN, WE 
Ae the SEC’s 1951-54 survey 
of non-insured pension plans. A five 
page supplement entitled Corporate Pen- 
sion Funds, 1955, has recently been 


PLANS 


rd 
| published and contains some useful new 


information. 


The book value of the assets of non- 
insured corporate pension funds _in- 
creased during 1955 from $12 billion 
to $14 billion. At the end of that year 
the market value of these assets was 
almost $16 billion. According to the 
Life Insurance Fact Book 1956 insured 
pension reserves at that time amounted 
to $11 billion—a little more than two- 
thirds of the non-insured total. 

The report shows that 30% of all 
assels were in common stock at the end 
of 1955 and that corporate bonds ab- 
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sorbed a further 45%. Cash accounted 
for only 20¢—a lower figure than some 
critics would have us suppose — and 
mortgages represented just under 1% of 
the total. 


Estimated receipts and expenditures of 
corporate pension plans (in millions of 
dollars) during 1954 and 1955 are sum- 
marized in the following “revenue ac- 
count”: 








Receipts 
1954 1955 
Book value of assets 
ge SERN et or ee $10,222 $12,153 
Contributions ___ 1,839 2,025 
RONNIE 22k, 409 463 
Profit on sale and 
write-up* — 48 50 
$12,518 $14,691 
Expenditures 
Benefits paid __..___.___._.. $ 3857 $ 447 
Expenses charged ___ 8 14 
Book value of 
assets 12/31 12,153 14,230 
$12,518 $14,691 


*This is a balancing item not shown by the SEC. 




















' ennedy Sinclaire, Inc. 





Kennedy Sinclaire’s 


SIXTH 
PENSION and PROFIT-SHARING SEMINAR 


May 6, 7, 8 — Hotel Governor Clinton, New York, N. Y. 


Open to All Trustmen 
Pension and Profit-Sharing Programs and how to sell them. 


For Program, full details, write: 


140 Cedar St., New York 6, N. Y. 

















Apt 1957 


Using the formula developed in the 
November 1956 issue of this column it 
will be found that the gross interest 
yields on book values of pension fund 
assets in 1954 and 1955, respectively, 
were 4.17% and 3.97%. The former of 
these differs from the yield we quoted 
in December because the SEC’s figures 
have been modified in the interim be- 
tween its two reports. We guess that to 
change these yields to a net basis (i.e. 
by deducting trustee’s fees for invest- 
ment which are seldom charged directly 
to the fund) one would need to sub- 
tract between .15% and .2%. The re- 
sults must be very gratifying to trustees 
generally. 


2 €@ A 


Minneapolis First Sets Up 
Collective Funds 


First National Bank of Minneapolis 
last month announced establishment of 
two Collective Investment Funds for 
small and moderate-sized pension and 
profit-sharing trusts. The Fixed Income 
Fund will have investments in bonds, 
mortgages, preferred stocks and other 
fixed return holdings. The Equity Fund 
will be invested primarily in common 
stocks. 








FIRST 
Things 
FIRST 


Friendly, dependable trust 
and banking services are very 
important to newcomers in 


any community. 


May we suggest that when 
you have customers moving 
to Virginia, you put them 
in touch with FIRST and 
MERCHANTS National Bank 
of Richmond? 


We shall welcome the oppor- 
tunity to serve them. 


First MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 
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TRUST PERSONNEL CHANGES | 


ALABAMA 
Anniston E. G. Potter named vice president and 
COMMERCIAL trust officer; E. H. Haslam promoted 


NATIONAL BANK to cashier and asst. trust officer. 


ARKANSAS 


E. E. Elkins advanced from cashier 
to vice president and trust officer, 
succeeding W. C. Smart, who retired. 


CALIFORNIA 


Marvin E, Cardoza promoted to trust 
officer. A graduate of U. of San Fran- 
cisco School of Law, he joined the 
bank 25 years ago as a part time 
janitor, and is now head of the corporate trust department. 


James C. Rood and Beverly W. Rohr- 
bough appointed asst. trust officers. 
Rood has been in the savings, auditing 
and trust tax departments, and super- 
visor of trust accounting. Rohrbough, a graduate of the U. of 
California, served in the operations and trust departments. 


COLORADO 


Merritt H. Perkins retired as vice 
president and trust officer and Charles 
A. Baer promoted to succeed him in 
that title as head of the trust depart- 
ment. 


CONNECTICUT 


Hartford Richard G. Scheide and Charles C. 
CONNECTICUT BANK Tomlinson, both of the trust depart- 


Fort Smith 
MERCHANTS 
NATIONAL BANK 


San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


San Francisco 
CROCKER-ANGLO 
NATIONAL BANK 


Denver 
COLORADO 
NATIONAL BANK 


& Trust Co. ment, named assistant secretaries. 
DELAWARE 
Wilmington Walter E. Mock and W. Henry Taylor 


elected asst. trust officer and assistant 
secretary, respectively. Mock, in the 
estate planning division, received a 
B.A. in economics from the U. of Delaware and an L.L.B. 
from U. of Miami. Taylor completed the real estate law 
course at Goldey Beacom School of Business, has had 28 
years with the bank, and now is manager of trust real estate. 


FLORIDA 


George W. Anderson appointed trust 
officer. He recently was in charge of 
leasing office and other space in the 
six state area for the General Ser- 
vices Administration, Chicago. 


GEORGIA 


EQUITABLE SECUR- 
1ry TRUST Co. 


Eustis 
First STATE 
BANK & TrusT Co. 


Atlanta Raymond A. Boyer and William E. 
TRUST COMPANY Reynolds promoted to trust officers. 
OF GEORGIA Boyer, a C.P.A., holds a B.B.A. from 


the U. of Georgia. Reynolds also has 
a B.B.A. from Georgia. 





itm, 
RAYMOND A. BOYER 
Atlanta 


Wo. A. REYNOLDS 
Atlanta 


CHARLES A. BAER 
Denver 
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HAWAII 
Honolulu V. J. Moranz, vice president, ie- 
BISHOP signed. 
Trust Co. LTp. 

ILLINOIS 
Bloomington Former State’s Attorney Clifford?) 


NATIONAL BANK 


OF BLOOMINGTON ficer. 


Chicago 
LA SALLE 


NATIONAL BANK vice president and asst. trust officer, 


Chicago Vice 
STANDARD 
STATE BANK 


president and _ trust officer 
Michael W. Collins elected also a di- 
rector of the bank. 
Danville 
SECOND 
NATIONAL BANK 


Elmer E. Smith, asst. trust officer, 
also became a vice president; Francis 
Y. Parish named a director in addi- 
tion to his present title of vice presi- 
dent and trust officer. 
Havana 
HAVANA 
NATIONAL BANK 


Frank S. Cook, Jr., named president 

and trust officer succeeding L. W. 

Anno; Harold L. Bean elected asst. 

trust officer. 

Springfield 
SPRINGFIELD 
MARINE BANK 


P. W. Vance promoted to vice presi- 
dent and trust officer succeeding John 
L. Northrup, retired; S. P. Stout 
elected asst. trust officer and manager 
of the farm division of the trust department. 


William B. Ebert joined the bank as 
asst. trust officer, succeeding Dwight 
L. Nelson who resigned. 


Urbana 
CHAMPION COUNTY 
BANK & TRUST Co. 


INDIANA 
Elkhart James F. Paulson named asst. trust 
St. JOSEPH officer and will engage in trust devel- 


VALLEY BANK opmental work in the general opera- 


tion of the department. He had for- 


merly been a member of the trust department of SUBURBAN |, 


TRUST & SAVINGS BANK, Oak Park, Illinois. 


Hammond Harry F. Smiddy, Jr., head of the 
MERCANTILE trust department, elected vice presi- 
NATIONAL BANK dent in addition to trust officer. 


Indianapolis Lyman H. Wolfia promoted to trust 
AMERICAN FLETCHER officer. 
NATIONAL BANK 


& Trust Co. 

Indianapolis William J. Tillett advanced from asst. 
FIDELITY BANK trust officer to assistant secretary of 
& TRusT Co. the bank. 

Muncie Zach E. Rozelle advanced to asst. 
MERCHANTS trust officer. 

TRUST Co. 

Princeton Carl Snyder named executive vice 
FARMERS president and trust officer. 
NATIONAL BANK 

South Bend Fred J. Helmen, who formerly served 
St. JOSEPH as trust officer and in almost every 


BANK & TRUST Co. other department, made president to 


succeed B. K. Patterson, now c\ail- 
man of the board and of the executive committee. 


KANSAS 


Kansas City See Camdenton, Md, 


TRUSTS AND Esv ATES 


Coolidge joined the bank as trust of- U 


C. D. Charlton named executive vice 
president; John S. Stachowiak elected | 
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LOUISIANA 


Lafayette Byron Plauche resigned as vice presi- 
GUARANTY BANK dent and trust officer of Guaranty 
& TRUST Co. Bank to become vice president of Gulf 

National Bank of Lake Charles. 
MAINE 
Portland Joseph T. Gough, Jr., advanced to 


NATIONAL BANK 
OF COMMERCE 


asst. vice president and trust officer; 
A. H. Sawyer, vice president in the 
commercial department but previous- 


ly in the trust department, elected also a director. 


MARYLAND 
Camdenton J. V. Etchen joined the bank as ex- 
CAMDEN ecutive vice president and _ cashier, 


CouNTY BANK 


having resigned as trust officer and 
asst. cashier of EXCHANGE STATE 
BANK, Kansas City, Kansas. 


MASSACHUSETTS 


Attleboro Stanley M. Gower, Jr., is president in 
ATTLEBORO charge of the trust department, suc- 
TRUST Co. ceeding Victor R. Glencross, now 


chairman of the board who continues 


in advisory capacity on trust matters until the year-end. 


MICHIGAN 
Detroit Robert R. Onderdonk named vice 
DETROIT BANK president in charge of new business 
& Trust Co. development for the trust depart- 


ment. Onderdonk resigned as presi- 





ROBERT R. ONDERDONK 
Detroit 


Wo. B. OGDEN, III 
Syracuse 


KENNETH F. BARTON 
Syracuse 


assistant secretary, trust department. Sandweg received his 
Bachelor of Laws and Master of Business Administration 
degree from St. Louis U., and is a graduate (’55) of the 
Graduate School of Banking, Rutgers U. 


Orville R. Goerger appointed director of advertising and 
public relations. A graduate of Washington U., Goerger be- 
gan his career as an electrical engineer at Southwestern Bell 
Telephone Co. Since 1940 his work has been in the adver- 
tising and public relations field. He is president of the 
Advertising Club of St. Louis. 


NEW JERSEY 


Keansburg 
KEANSBURG 


William C. Johnson, Sr.’ appointed 
trust officer part time in tke new trust 


NATIONAL BANK department (reported March T&E 
p. 309). 

Newark John R. Neiman named trust officer. 

NATIONAL Coming from Manufacturers Trust 


STATE BANK 


Co., New York, Neiman is a graduate 


dent of Estate Planning Corp., New York, to return to 
Detroit, where from 1947 to 1952 he was general agent for 
the Lincoln National Life Insurance Co. He is a former 











president of the Life Insurance Association of Detroit. 


Detroit 
MANUFACTURERS 
NATIONAL BANK 


Traverse City 
TRAVERSE CITY 
STATE BANK 


Rochester 
First 
NATIONAL BANK 


St. Louis 
MERCANTILE 
Trust Co. 


Arthur J. Howell now vice president 
in charge of advertising and public 
relations, upon the retirement of Wil- 
liam W. Slocum. 

Fred Van Maren, vice president and 
trust officer, became executive vice 


president and a director and remains 
a trust officer. 


MINNESOTA 


Kenneth W. Hagaman advanced to 
cashier and asst. trust officer. 


MISSOURI 


Gerard K. Sandweg promoted from 
assistant secretary to trust officer and 
Walter A. Smith made asst. trust of- 
ficer; Otto A. Johnson, Jr., named 


of Dickinson College, Pennsylvania, 
and served in the U. S. Navy. 


NEW YORK 


New York 
CHEMICAL CORN 
EXCHANGE BANK 


Advanced to trust officers were Mel- 
ville E. Ambler and John G. Riddell. 


Syracuse 
MARINE MIDLAND 
TRUST Co. OF 
CENTRAL NEW YORK 


Burdette G. Chamberlin elected asst. 
trust officer. 


Syracuse 
MERCHANTS NATL. 
BANK & TRustT Co. 


Kenneth F. Barton and William B. 
Ogden, III, elected vice presidents and 
trust officers. Barton, an alumnus of 
the Graduate School of Banking, has 
been with the trust department since 1937. Ogden is a 
graduate of Wharton School of Commerce of U. of Penn- 
sylvania and the Graduate School of Banking. He is chair- 
man of the trust development committee of the trust division 
of New York State Bankers Association, and organized the 
New York State Bankers Association Trust Development 
School at New York U. 








me: 


PHEEETE ATTENTION PETtinl 


LAWYERS—TRUST OFFICERS—EXECUTORS—PUBLIC 
ADMINISTRATORS—PROBATE JUDGES—TRUSTEES 


We will accept 1000 Missing Heir Cases, free of any and all charges. Names and last addresses will be 
televised on our new half-hour weekly TV Series “The Tracer” which is now being distributed to stations 
all over the country. Sums due these heirs must exceed $5,000. Write for further particulars. 


TRACERS COMPANY OF AMERICA 


Specialists in finding the missing since 1924 
515 MADISON AVE., N. Y. 22, N. Y. 
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Jos. F. CONNELLY 


A. C. KNIGHT HAWLEY E. STARK 
Cleveland Cleveland Dayton 
NORTH CAROLINA 
Durham Norwood A. Thomas, Jr., named asst. 
DURHAM BANK trust officer. 
& Trust Co. 
Gastonia J. Hugh McArver advanced to asst. 
CITIZENS trust officer. 


NATIONAL BANK 


Rocky Mount 
PEOPLES BANK 


Braxton B. Townsend elevated to vice 
president and trust officer. 


& TRUST Co. 
OHIO 
Cleveland A. C. Knight elected senior vice presi- 
CENTRAL dent in charge of the trust depart- 


NATIONAL BANK ment. With Central National since 
1919, Knight has been in the trust 
department since 1922, and head for the past eight years. 
A graduate of Yale, of Cleveland Marshall Law School and 
the Graduate School of Banking at Rutgers, he is past presi- 


dent of the Life Insurance Trust Council of Cleveland. 


Cleveland Hawley E. Stark promoted to counsel, 
CLEVELAND the fifth to have this title in the 
TRusT Co. bank’s history since 1894. Stark re- 


ceived his A.B. degree from U. of 
Michigan and his L.L.B. from the Law School in 1929, where- 
upon he joined the Trust Company’s Office of Counsel. 


Cleveland Dale Brown retired as asst. vice presi- 
NATIONAL dent in charge of public relations to 
City BANK become senior vice president in charge 


of public relations for the Shaker 


Savings Association, Shaker Heights, Ohio. 


Dayton 
THIRD 
NATIONAL BANK 


Joseph F. Connelly elected asst. vice 
president and trust officer. A graduate 
of U. of Cincinnati College of Law 
in 1949, Connelly has been practicing 
in Dayton for eight years. 








New trust department quarters of State Bank and Trust Co., 

Evanston, IIll., feature modern space-saving and time-saving equip- 

ment, accoustical tile ceilings, private conference rooms, and air 

conditioning. Customers and friends viewed the new offices during 
open house from 3 to 8:00 p.m. for a week last month. 
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Toledo 
NATIONAL 
BANK 


Robert A. Wieland joined the bz: nk 
as trust officer, coming from CLEvp- 
LAND TRUST Co. where he also vas? 
trust officer. His entire banking § 
career of 33 years in trust work, Wieland attended Ohio 
State U. and graduated from Cleveland Law School. 


PENNSYLVANIA 


Sharon & Pittsburgh Roy F. Buchman, Jr., named trus 
McDowWELL officer. A graduate of Yale and 9 
NATIONAL BANK 4 


+ 


RHODE ISLAND 


Robert C. Hollingworth promoted to | 
asst. trust officer. He has been super- 
visor in the income tax division. 


SOUTH CAROLINA 


Lawrence W. Barrett advanced t 
vice president and trust officer; Don- 
ald McKay Allston, Jr., named trust 
officer. Trust officer since 1940, Bar- 
rett is a graduate of Massachusetts Institute of Technology, 
1917. Allston graduated from The Citadel, and 
his law degree from U. of South Carolina in 1951. 


Providence 
INDUSTRIAL 
NATIONAL BANK 


Charleston 
CITIZENS & SOUTH- 
ERN NATL. BANK 


received 








JOHN C. GEILFUSS J. ALLYN TAYLOR 
Milwaukee London, Ont. London, Ont. 
TEXAS 
Fort Worth Gordon Scarborough appointed trust 
ForT WoRTH auditor. 
NATIONAL BANK ; 
VIRGINIA 
Norfolk A separate investment department 


has been established to take care of 
growth of both the bank’s trust and 
commercial investment business ac- 
tivities, headed by W. T. Hastings, Jr., vice president and 
investment officer. 


NATIONAL BANK 
OF COMMERCE 


George M. Kaufman and Edward F. Ripley elected to the 
newly created positions of asst. investment officers; Karl 
Schwartz III and W. L. Gilliam, Jr., to trust officers; Griffin 
B. Deal to asst. cashier; and W. P. Skinner, Jr., to asst. 
trust officer. 

WISCONSIN 

John C. Geilfuss, in charge of the 
corporate trust division, advanced to 
senior vice president and assistant 
secretary of the board of directors. 


Milwaukee 
MARINE NATIONAL 
EXCHANGE BANK 


CANADA 


J. Allyn Taylor, joint genera] mana- 
ger, appointed a director and general 
manager of the Trust Company 4s 
well as the Huron & Erie Mortage 
Corporation. 


London, Ontario 
CANADA 
Trust Co. 


Duquesne U. Law School, Buchman] 
was with the trust department of 
UNION NATIONAL BANK of Pittsburgh for five years. > 





R. P. Baker appointed a director of both companies and 
a vice president of Canada Trust Company, retiring rom 
the positions of joint general manager and treasurer : fter 
48 years of service. 
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Mergers, New Trust Department 
aud Trust Powers Granted 


Boise, Ida. — IDAHO BANK OF COM- 
MERCE opened a new trust department 
with A. E. Archibald, vice president and 
trust officer, in charge. 


Belleville, Il]. — BELLEVILLE SAVINGS 
BANK and BELLEVILLE NATIONAL BANK 
merged to become BELLEVILLE NATIONAL 
SaviNGS BANK. All employees are re- 
tained. 

Bay City, Mich. — In the list of trust 
officials in last month’s report (p. 309) 
of merger to form PEOPLES NATIONAL 
BANK & TrRusT Co., William F. Thomas 
should have been designated vice presi- 
dent and trust officer, and Edward H. 
Stanton added as asst. vice president and 
investment officer. 


Dickinson, S. D. — Liperty NATIONAL 
BANK has been granted trust. powers 
under the Federal Reserve Act. J. A. 
O’Brien, executive vice president, will 
also act as trust officer in charge, as- 
sisted by Vincent A. Fisher, asst. trust 
officer. 

Jackson, Ohio — The First NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act, with 
president Charles F. Bruny in charge of 
trust business. 


Harrisburg & Carlisle, Pa. — The 
State Supreme Court has. overruled 
Banking Secretary Robert L. Myers’ re- 
fusal to approve the merger application 
of DAUPHIN DEpPosiIT TRUST Co., Harris- 
burg, and the CARLISLE TRUST Co. under 
the name of the former. 


Philadelphia, Pa. — Stockholders of 
PROVIDENT TRUST Co. and the TRADES- 
MENS BANK & TRUST CO. approved 
merging the two institutions into PRovI- 
DENT TRADESMENS BANK & TRUST Co. 
The new bank will have 18 offices 
in Philadelphia, Delaware and Mont- 
gomery counties. With assets of more 
than $500 million and personal trust as- 
sets exceeding $1 billion, it will rank 
in the list of top 50 banks. 


Rockwood, Tenn. — First NATIONAL 
BANK, under trust powers granted by 
the Federal Reserve, has its new trust 
department in charge of Harry T. Burn, 
president and trust officer; J. Polk Cooley 
and Floyd E. Hutcherson, both attorneys, 
will devote part time to trust business 
as asst. trust officers, and Hutcherson 
will sive the major portion to operation 
of the department. 


& & & 


® Wendell C. Griffith, vice president in 
the «rust department of Harris Trust 
and Savings Bank, Chicago, celebrated 
his “5th anniversary with the bank on 
Apr) 10th. Griffith graduated from the 
Ini ersity of Illinois, attended Kent 
Coll ze of Law and the Graduate School 
of F nking at Rutgers. 
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Philip S. Dalton (second 
from left) assistant vice 
president in trust depart- 
ment of Crocker-Anglo 
National Bank, being 
sworn in last month as a 
member of the board of 
San Francisco’s City and 
County Employees Re- 
tirement Fund. The cere- 
mony took place in the 
office of Mayor George 
Christopher (third from 
left), with Judge Timothy 


Fitzpatrick, probate division, Superior Court, 





(right) 
proud onlooker. 


officiating. Mrs. Dalton is the 
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7 TRUST 
EMPLOYMENT EXCHANGE 


Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 
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Southern bank has opening for young 
banker with trust background. See ad 
H-74-1 

Rapidly growing bank in St. Peters- 
burg, Fla., seeks trust officer to start 
new trust department. Salary $9,000- 
12,000. 74-2 

Attorney, 38, seven years estate, trust 
and tax experience, admitted N. Y., ap- 
plication pending for Florida Bar, desires 
position in trust department of Florida 
bank. 74-3 


New York bank desires man in or- 
ganizing pension trust department. See 
ad H-74-4. 

Growing trust department in Ohio 
seeks trust officer, preferably an attor- 
ney, in middle or late thirties. Salary 
open. 73-2 

Assistant trust officer with five years 
in new business and account administra- 
tion desires position exclusively in busi- 
ness development; admitted to bars of 
two states; member National Society of 
Financial Analysts. 73-5 


Trust officer-tax attorney, 35, with 
LL.M. in taxation and considerable ex- 
perience in estate planning, seeks posi- 
tion with progressive trust department. 
73-4. 

Trust department in Southeast has 
openings for several trustmen. See ad 
H-72-6 

Personal and pension trust new busi- 
ness man with 25 years in New York 
banks and estate planning organizations 
seeks new location. 73-6 


Securities analyst, farm management 
specialist, 37, with some trust and small 
loan experience, desires position with 
small bank in agricultural area. 73-7 


A A A 
@ The average starting salary offered 
to male college graduates this year will 
be $100 a week, a Northwestern Uni- 
versity survey of 200 companies shows. 


IN MEMORIAM 


Louis M. DENIT, trust officer, director 
and counsel of NATIONAL BANK OF 
WASHINGTON, D. C. 


JOHN E. HURLEY, trust officer of CITy 
BANK FARMERS TRUST Co., New York. 


FRED H. LUERS, president of First NA- 
TIONAL BANK, Springfield, Ill., who had 
also been chief trust officer. 


BEN R. MEYER, chairman of the board 
of UNION BANK & TRusT Co., Los An- 
geles, and former president. 


FRANK V. PANCOAST, vice president 
and trust officer, Frost NATIONAL BANK, 
San Antonio, Texas. 


PAUL O. ROTHERMEL, senior trust offi- 
cer of BERKS CouNTy TrRusT Co., Read- 
ing, Pa. 


HAROLD MCBRIDE THURSTON, president 
of MUSKEGON TrRUsT Co., Muskegon, 
Michigan. 





TRUST OFFICERS 


Opportunity for several men qualified as 
Trust Officers in growing section of 
southeast. New Business, Administrative, 
and Investment Officers wanted. Write, 
sending small photograph and resume. 
Opportunity to be Department Head in 
branches, at once. 

Box H-72-6, Trusts and Estates 

50 East 42nd St., New York 17 








A SOUTHERN BANK 


has opportunity for ambitious young 
banker educated in the theory of Trust 
and Estate planning. Title and remunera- 
tion appropriate to experience and objec- 
tives. Excellent future. Views exchanged 
in confidence. 


Box H-74-1, Trusts and Estates 
50 East 42nd St., New York 17 








PENSION TRUST 
ADMINISTRATOR 


Trust Department New York Bank seek- 
ing qualified man with Pension, Profit 
Sharing and Deferred Compensation ex- 
perience to assist in organizing and oper- 
ating a fast developing Pension Depart- 
ment. Minimum four years Trust Admin- 
istration. Officer potential, under age 45, 
college degree or equivalent. Salary 
open. Submit resume and small photo- 
graph. 

Box H-74-4, Trusts and Estates 

50 East 42nd St., New York 17 
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Golden Anniversary for 
Bank of the Southwest 


On May 1, 1957, Bank of the South- 
west, N.A., Houston, will be fifty years 
old. There will be crowds of people at 
the Open House that day, if one can 
judge by the 176,000 visitors who toured 
the $16,000,000 building — largest office 
structure in the city — at its formal 
opening last June. The entire week will 
be known as “Golden Anniversary Week” 
and the bank’s own color film — “Bank- 
ing: New Horizons” — will be shown con- 
tinuously in the auditorium, following 
advance dates for business and fraternal 
organizations. 


A book to be released in September, 


entitled “Spanning the 20th Century,” 
will depict the rise of industries which 
have developed simultaneously with the 
bank’s own growth. 


Bank of the Southwest’s trust depart- 
ment began operations on June 138, 1924 
with a staff of three. It now has seven 
officers, a staff of 38, and administers ac- 
counts for 1,000 beneficiaries. It still has 
on the books one account which dates 
back to 1927 — an estate which suffered 
financial hardships in the depression 
years, but today has no indebtedness and 
represents a substantial capital figure 
producing more income than the bene- 
ficiary uses. 


Thee men successively guided the trust 
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® Testamentary Trust 
® Living Trust 

® Pension Trust 

® Investment Counsel 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
os on all fiduciary matters affecting Illinois property. 


Chicago Title 


111 West Washington Street 


eeeee 
ae eee eee eee eee eeee 


+ 
e@eese eeee 
POOOOOOIOOOOOG 
eeeeeeeeoeeeesed 
@eeeeeseeee 





@eeeee08 
*“@eeeeee8 








@eeeeeoes 
@eeeeeeee 
e 
e 





ereeeeee 
an 





® Title Guarantee Policies 
® Escrow 

® Registrar 

© Transfer Agent 

®@ Land Trusts 
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Company 





Chicago 2, Illinois 
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Trust department head George M. Irving 
(left) with J. S. Whitworth (seated) and E. 


C. Edens, Jr., 


both vice president and trust 
officer. 


department through its thirty-three 
years. Hudson P. Ellis, vice president and 
trust officer, started the ball rolling and 
led the department in its early years 
until his death in 1929. For the next 
decade the senior man was Earl Clark 
Barkley, vice president and trust officer, 
who resigned in 1940 after having guided 
the department through the difficult years 
of the depression. To succeed him, 
George M. Irving was elevated to vice 
president and general trust officer, which 
position he holds today after 16 years 
of expanding departmental activity. Cus- 
tomers and beneficiaries now represent 
not only Houston and Texas, but other 
states and foreign countries including 
Scotland, Holland, Switzerland and 
France. 


A unique development of Southwest’s 
trust department is its trusteeship for 
most of the union welfare funds in its 
territory that are lodged with corporate 
fiduciaries for management. During the 
18 months in which this type of work 
has been conducted, the bank has made 
its own determination of costs and now 
has its union welfare fund business on 
a profitable basis. A further development 
of this field is expected, with some of 
the accounts obtaining a statewide status. 

Now holder of the oldest national 
charter in the city, founded with a capi- 
tal of $400,000, the bank today has 
grown to a combined capital and surplus 
of $25 million and deposits of $338 mil- 
lion. Its present name was assumed in 
January, 1956, as more appropriate for 
an institution which had extended its 
business to nearly every major city of 
the free world. 


A A A 
FORUM ON EMPLOYEE PLANS 


@ Current advantages of trusteed profit- 
sharing plans for employees were ex- 
plained to employers of Gastonia, North 
Carolina, at two forums conducted by 
the National Bank of Commerce on 
March 12 and 13. Guest speaker was 
Ralph Wallace, Vice President of Ken- 
nedy Sinclaire, Inc., trust advertising 
and sales training specialists. 
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COMMUNITY FOUNDATIONS 
(Continued from page 330) 


dation to satisfy. No one can see far 
into the future, and as the needs of 
yesterday have little relation to those 
of today, so the requirements of the 
present provide no sure future guide. 


Separate Functions 


The management of funds and the 
employment of income in socially use- 
ful ways are separate functions calling 
for different talents and are therefore 


approached by the Community Founda- 
tion in separate and different ways. 

To insure the preservation and pro- 
ductive administration of capital funds 
most community foundations require 
that all gifts to them shall be left in 
trust with a corporate trustee of the 
donor’s choice. As trusts for charity 
may continue without limitation in time, 
it is appropriate that the trustees of 
charitable funds also shall have per- 
petual existence. The supervision of an 
investment portfolio is an exacting busi- 


ness calling for adequate facilities and 
skills of a professional nature. Manage- 
ment must have judgment which is 
based on experience and full informa- 
tion in the investment field. The trus- 
tees of charitable funds should be re- 
quired to make frequent accountings, 
and should be subject to public exam- 
ination, They should have financial re- 
sponsibility to meet any shortcomings. 
All of these qualifications and require- 
ments ordinarily are satisfied by provid- 
ing that banks and trust companies shall 
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be appointed as trustees of community 
foundations funds. The management of 
funds is made a business and not an 
avocation. 

To assure continuous employment of 
income in ways which are of contempo- 
rary value to the community the Plan 
adopts a device which is undoubtedly 
its most characteristic and important 
contribution to the administration of 
long-term charitable trusts. It provides 
for a continuing but revolving commit- 
tee of citizens charged with the respon- 
sibility of reviewing or determining the 
uses in the community to which avail- 
able funds can best be put. This body 
is ordinarly called the Distribution Com- 
mittee. A minority of its members may 
be appointed by the Trustees Committee 
composed of the presidents of the cor- 
porate trustees, and a majority by the 
holders of representative offices in the 
community such as the senior judge of 
an important court, the president of a 
local university or college, the mayor 
of the city, the president of its Chamber 
of Commerce, or others as the Plan may 
provide. Appointees do not represent 
those who appoint them nor the groups 
from which they come, but are chosen 
because of their recognized standing in 
the community and their familiarity 
with its social needs. Their terms are 
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PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 
Distinguished Sources 
AND 


PARKE-BERNET - Inc 
{ MACHINERY, SURPLUS AND 
REAL ESTATE DIVISION 


A Subsidiary 


For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


Write for information 
regarding the Parke-Bernet 
method of sclling personal or 

industrinl properties at 
public auction 
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limited to insure fresh outlook, and are 
staggered to provide continuity. The ex- 
perience to date indicates that men of 
the highest quality and capacity readily 
accept active service on these commit- 
tees. 

The donor of a foundation or fund 
may direct the general area in which it 
shall be used, such as education, health, 
or social service, or even the particular 
agency to which the income shall be 
paid. Then the function of the Distribu- 
tion Committee is limited to the specific 
application of funds within the area, or 
to a review of the designated agency. If 
the review discloses that the agency has 
ceased to exist or no longer is doing a 
serviceable work the Committee will di- 
rect the flow into currently useful chan- 
nels; otherwise the gift will be used as 
directed. If the gift is undesignated it 
will be used in the community wherever 
this committee decides it will do the 
greatest good. The Committee may take 
professional advice if it cares to do so, 
but its broad judgment on community 
needs will control. In this way the cur- 
rent requirements of the community will 
be met to the extent that funds are avail- 
able. No charity under the plan will fail 
to function or become a ghost. No need 
will receive more help than it requires, 
and none will be forgotten. The judg- 
ment of living men rather than the 
guesses of yesterday will measure and 
meet the needs of the times. 


A Community Project 


A community foundation, as its name 
indicates, belongs to the people of the 
area in which it operates. 





In SouRCE — 


In the first place anyone may con- 
tribute to it. It is equipped to admin s- 
ter gifts of any size. One community 
foundation recently received a_ trust 
worth about $7,000,000. Others are 
daily receiving memorial gifts of $5.00 
and upwards. Small amounts are coni- 
mingled for investment and administy:- 
tive purposes, but the names of the 
donors and the ones remembered are 
separately preserved. Larger gifts main- 
tain their identity and _ individuality 
throughout, for a community foundation 
is a federation and not a merger of in- 
dividual foundations and funds. Each is 
administered as a separate and distinct 
trust as completely as though it were 
not associated with others in the com- 
munity foundation. Funds are separately 
invested, and accounts are separately 
rendered at regular intervals. Grants 
are made in the names of the individual 
accounts from which they come, and 
ordinarily are reported to members of 
the donor’s family. A community trust 
is born of the community in which it 
operates. 


IN OPERATION — 


In its administration as well as in its 
source, a community foundation is close 
to the region which it serves. Its funds 
are managed by the banks and trust 
companies where the people of the com- 
munity make their own deposits and 
keep their own accounts. Likewise, the 
uses to which Foundation income shall 
be put are determined by a distribution 
committee drawn from the community. 
The combined judgment of its members 



















Customers Moving 
to Georgia? 


Give them a friendly send-off 
—an introduction to the Trust 
Department of First National 
Bank. Our experienced Trust 
Officers take special pleasure 
in handling the estate prob- 
lems of newcomers referred 
to them by colleagues. 


First National’s free 
booklet on estate plan- 
ning is available to your 
Georgia-bound custon:- 
ers. Write for a copy. 


The Atlanta Bank Serving the South Since 1865 
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as {0 Where income may best be used 
reflects the judgment of the community 


as « whole, 


Iy EMPLOYMENT — 


In the third place a community foun- 
69 —@ dation is close to the people in the ob- 
jects of its concern. The Foundation 
may. by possibility, operate a service of 
its own, but ordinarily it makes _ its 
grants to existing social and cultural 
groups. It recognizes the potential value 
of operating agencies already at work 
and provides help to those which are 
doing the best and most useful work. 
The grant may be for a capital need, 
or for promising research, or to sup- 
port or expand an existing program, or 
to launch a new one. 


er 


This affinity with the community gives 
an element of confidence and strength 
to all that the foundation does. There is 
no danger that a Distribution Commit- 
tee, selected in the manner provided, 
will ever become ingrowing or limited 
in its outlook. There is no possibility 
that the activities of a foundation, thus 
closely related to people, will ever be 
determined by private or anti-social in- 
terests. The broad base on which it rests 
and its proximity to human needs put it 
beyond suspicion of ulterior objectives: 
it will always be used in harmony with 
the public good. 
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and Efficiency and Economy 

the a ; , 

hall The federation of many funds into a 
rai community-wide project also offers an 
( F ° e ° 
ve element of efficiency to charitable giv- 
i ) 


ing. It eliminates the duplication of ad- 


ers er ‘ aa 
ministrative and research facilities for 


those who participate in it. It reduces 
the possibilities of loss of capital funds 
by entrusting them to competent and 
responsible management. The fees of 
the trustees are not more than in other 
trusts. The Distribution Committee 
serves without charge. The small ex- 
penses of the foundation itself often are 
met by special grants or, where not, 
are apportioned widely over all of the 
affliated accounts. Here, as elsewhere. 
economy of operation is a by-product of 
efficiency. 

The Community Foundation occupies 
a novel position in modern philanthropy. 
It is not another charity calling for sup- 
port, and has no substantial budget of 
its own. It is not in competition with 
existing agencies but exists rather for 
their strengthening and help. Its purpose 
is to buttress the future through the 
accumulation and preservation of capital 
gifts from successive generations of men 
whose concern for humanity extends be- 
yond the present. It presents the cause 
of human progress as an opportunity to 
share in a great project rather than as 
a pressing and unwanted obligation. 


It engages in no intensive campaigns 
nor high pressure salesmanship for a 
particular cause. But it does hold con- 
stantly before the people of a community 
the attractive possibilities of gifts for 
the common good. It indicates many sit- 
uations where promotion of the general 
welfare will give more meaning to life 
and substance than any other dedication 
or disposition. And it offers to all who 
care to use it a well devised plan, ready 
at hand and easily available for the 
perpetual management of charitable 
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funds, and their wise employment in the 
community through a limitless future. 
The continuing growth of the Commun- 
ity Foundation movement seems well 
assured. 

A 2 & 


N. Y. Community Trust 
at Record Level 


Philanthropic resources of the New 
York Community Trust reached a record 
level of $27,338,531 in 1956, its recent 
annual reports. disclosed. Additional 
funds aggregated $1,229,251 last year 
compared to $724,206 in 1955. Incoming 
gifts trebled by comparison with 1954. 


Grants amounting to $1,150,025 in 
1956 compared with $1,146,688 in 1955. 
These went to 495 organizations in 153 
cities, 28 states and 6 foreign countries. 
The rate of yearly outpayments, begin- 
ning at $20 for 1924, passed $500,000 in 
1942 and $1,000,000 in 1949. 


Eleven new funds became operative 
in the foundation during 1956. They 
totaled $952,531 and brought to 120 the 
number of separate units managed by 
the Trust, apart from 26 others that 
have been fully expended or merged. In 
25 already: existing funds, supplemental 
gifts of $276,720 were received. 


The report estimates that the property 
of all privately supported religious, edu- 
cational and philanthropic organizations 
has passed $40 billion. 
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PARTNERSHIP AGREEMENTS 
(Continued from page 339) 


is being reported under Section 453, the 
termination of the partnership and the 
consequent constructive distribution of 
property may be such a disposition of 
the installment obligation contracts as 
to require the terminated partnership to 
report in its final return, pursuant to 
Section 453(d), all of the deferred in- 
come on the installment obligation con- 
tracts. 

If it is desired not to terminate the 
partnership, the Regulations suggest a 
solution where the interest of the de- 
ceased partner is to be acquired by the 
other partners. The Regulations pro- 
vide!” that the disposition of a partner- 
ship interest by liquidation is not such 
a sale or exchange as will terminate the 
partnership because of a transfer of an 
interest of more than 50 per cent in 
partnership capital and profits. Conse- 
quently, if the partnership owns the in- 
surance on the lives of the partners and 
receives the proceeds of the policy upon 
death of a partner, the partnership can 
retire the interest of the deceased part- 
ner by distributions in liquidation with- 
out danger of terminating the partner- 
ship. 


12Regs. §1.708-1(b) (1) (ii). 
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ancillary administration is at 
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There is another reason for the entity 
approach to partnership insurance 
rather than the cross purchase arrange- 
ment. If it is desired to make payments 
to a deceased partner that constitute 
distributions of partnership income, it 
is necessary that the payments be made 
by the partnership.’* Payments made by 
the surviving partners, such as those 
that would usually be made under a 
cross purchase arrangement, cannot 
qualify as distributions of partnership 
income under Section 736(a). 


Of course it would still be possible to 
have a cross purchase arrangement and 
use the income distribution privilege. 
However, this would require the partners 
who had received the insurance pro- 
ceeds on the life of the deceased part- 
ner to contribute such proceeds to their 
capital accounts and then have the part- 
nership make distributions in liquida- 
tion of the deceased partner’s interest. 
There is a danger that this might be 
challenged under the step transaction 
rule as being really a payment by the 
surviving partners. The danger of the 
step transaction theory being applied to 
this situation is believed to be relatively 
small, but it is a factor to consider in 
deciding whether the entity approach 
is preferred to the cross purchase ar- 
rangement. 


Special Problems of Two-Man 
Partnership 


Section 708(b) (1) (A) provides that 
the partnership shall be terminated if 
no part of the business continues to be 
carried on by any of its partners “in a 
partnership.” This raises a_ serious 
problem in the case of a two-man part- 
nership. If one partner dies or with- 
draws and his interest is acquired by 
the other partner, obviously the one re- 
maining owner would no longer be con- 
ducting business as a_ partnership. 
Technically, the partnership should be 
terminated by death or withdrawal of 
one partner. The termination affects the 
surviving as well as deceased pariner. 

There is a solution in drawing the 
partnership agreement for the two-man 
partnership. The Regulations state’ that 
a retiring partner or the successor in 
interest of a deceased partner who re- 
ceives payments that qualify under Sec- 
tion 736 is regarded as a partner until 
the entire interest of the retiring or 
deceased partner is liquidated. There- 
fore, if one of the members of a two- 
man partnership retires or dies and if 

13Regs. §1.736-1(a) (1) (i). See discussion of this 


point supra. 
14Regs. §1.736-1 (a) (6). 





the partnership agreement provides that 
he is to receive payments under Secticn 
736, the partnership will not be consid- 
ered terminated nor will the partner- 
ship year close with respect to either 
partner until the retiring partner’s en- 
tire interest is liquidated. The theory ot 
the Regulations is that the retiring pari- 
ner continues to hold a partnership in- 
terest in the partnership until final |i- 
quidation of that interest. 

This is solely an income tax concept 
and does not conform with state law 
principles of partnership. For example, 
the partnership agreement for a two-man 
partnership might provide for immedi- 
ate retirement of a partner’s interest in 
the partnership property, other than 
good will, and for additional payments 
to be made over a period of years, 
either for the interest of the retiring or 
the deceased partner in_ partnership 
good will or as a form of mutual insur- 
ance. So long as such payments are 
made, the partnership is deemed to con- 
tinue for income tax purposes even 
though the capital interest of the retiring 
or deceased partner has been fully re- 
tired. 

The Regulations do not specify how 
substantial the payments under Section 
736 must be in order to keep the part- 
nership in existence for income tax pur- 
poses. Theoretically it might be possible 
to pay the retiring partner $1.00 a year 
for 25 years, and such payments would 
result in the partnership continuing. It 
is suggested, however, that a practical 
approach be adopted and that the pay- 
ments be sufficiently large that there is 
no danger that the Commissioner or the 
courts would disregard them under the 
theory de minimis. 


Forewarned is Forearmed 


The outstanding characteristic of the 
partnership provisions of the 1954 Code 
is their elasticity. However, that very 
degree of elasticity can be a trap for 
the unwary. The attorney who drafts a 
partnership agreement or the account- 
ant, life underwriter or trust officer who 
participates in the discussion of the 
contents of the buy and sell provisions 
of a partnership agreement must have 
an adequate working knowledge of the 
provisions of the statute and the Regu- 
lations. Armed with that knowledge. he 
is in a position to perform a real service 
for his client. If he is unacquain'ed 
with the tax provisions, it is very likely 
that the partnership agreement will con- 
tain provisions which the passage of 
time will prove to be adverse to the 
interests of at least some of the partne’s. 
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Legislation Affecting Trusts 
and Estates 


The Uniform Gifts to Minors Act has 
already been adopted in at least 16 
states this year. An extension of the 
Association. of Stock Exchange Firms’ 
Model Act previously enacted by 14 juris- 
dictions (one of which switched to the 
Uniform Law), this measure is designed 
to facilitate the making of gifts of money 
as well as securities to minors through 
a custodian (see Oct. 1956 T&E, p. 894). 

The 16 states are: Arizona, Arkansas, 
Georgia (switch from Model Act), Idaho, 
Indiana, Maryland, Minnesota, Montana, 
Nevada, New Mexico, North Dakota, 
South Dakota, Tennessee, Utah, West 
Virginia and Wyoming. 

Other legislation enacted to reporting 
time follows: 

CALIFORNIA 


Section 261 of General Laws, denying 
aliens who are ineligible to citizenship 
right to hold real estate, repealed at 
1956 election. 

GEORGIA 


S.B. 77: Grants corporate fiduciaries 
in contiguous states (Florida, Alabama, 
Tennessee, North Carolina, South Caro- 
lina) authority to act in fiduciary capaci- 
ties in Georgia, provided Georgia cor- 
porate fiduciaries are permitted to act 
in such other state. 

MASSACHUSETTS 


Ch. 32: Deletes GL 215 s. 36 and pro- 
vides for registers’ giving of notice of 
written decrees and orders of Probate 
Court in contested cases or where court 
has reserved judgment. 

NEW YORK 


Ch. 89: Authorizes allowance of coun- 
sel fees and expenses to any party in 
proceeding for construction of inter vivos 
trust instrument as well as wills. 

Ch. 1183: Amends Section 21 of Per- 
sonal Property Law to permit investment 
by trustees in obligations of Federal Na- 
tional Mortgage Assn. 


Ch. 167: Amends Sec. 150-a S.C.A. to 
permit transmission of wills filed in 
court from one county of state to another 
county as well as to other states. 


SoutH DAKOTA 


S.B. 105: Provides that certified or 
authenticated copy of final order, in lieu 
of final decree of distribution, in original 
probate proceedings in foreign jurisdic- 
tion shall validate ancillary proceedings. 


WYOMING 


‘LB. 114: Empowers court to author- 
ize guardian to sell or exchange ward’s 
estate, 

.B. 220: Permits testamentary be- 
quest to existing inter vivos trust, to be 
governed by latter’s terms, including 


amendments unless otherwise provided in 
Wii!. 
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Calendar of Meetings 

May 3 — California Bankers Association 
Conference on Trust Operations & Ad- 
ministration, San Francisco 

May 4-10 — Georgia Bankers Associa- 
tion, Cruise to Bermuda 

May 5-7 — Connecticut Bankers Short 
Trust Course, Storrs 

May 7-8 — Tennessee Bankers Associa- 
tion, Nashville 

May 9-11 — American Bar Association 
Regional Meeting, Denver 

May 16-17 — National Committee on 
Community Foundations, Atlantic City, 
N. J. 

May 17-19 — American Safe Deposit 
Association, Milwaukee 

May 20-22 — Mississippi Bankers Asso- 
ciation Trust Division, Biloxi 

May 20-23 — National Federation of 
Financial Analysts Societies, Cleve- 
land 

May 22 — Connecticut Bankers Trust 
Conference, Cheshire 

May 20-22 — Mississippi Bankers Asso- 
ciation, Junior Banker Study Confer- 
ence, Mississippi Southern College, 
Hattiesburg 

May 22-25 — New Jersey Bankers Asso- 
ciation, Atlantic City 

May 27-31 — American Institute of 
Banking, Richmond, Va. 
June 2-5 — National Association of Tax 
Administrators, South Poland, Me. 
June 2-10 — School of Banking of the 
South, Louisiana State U., Baton 
Rouge 

June 9-14 — New York State Bankers 
Association Trust School, N.Y.U. 


June 10-22 — Graduate School of Bank- 
ing, Rutgers University 


June 16-21 — Ohio School of Banking, 
Ohio U., Athens 


June 23-29 — Pennsylvania Bankers 
Trust Training School, Penn State 
University 


June 30-July 3 Million Dollar Round 
Table, White Sulphur Springs 

July 1-18 — School of Financial Pub- 
lic Relations, Northwestern University, 
Chicago 

July 8-12 — North Carolina Bankers As- 
sociation, Carolinas Bankers Confer- 
ence, U. of No. Carolina, Chapel Hill 

July 12-16 — American Bar Association, 
New York City 

July 24-31 — American Bar Association, 
London 

July 28-Aug. 10 — NABAC School for 
Bank Auditors and Comptrollers, U. 
of Wisconsin, Madison 

Aug. 18-23 — Pennsylvania Bankers 
Summer School, Penn State U., Uni- 
versity Park 

Aug. 25-Sept. 6 — Pacific Coast School 
of Banking, U. of Washington, Seattle 


Aug. 26-Sept. 7 — Central States School 
of Banking, U. of Wisconsin 





Sept. 9-12 — Vermont-New Hampshire 
School of Banking, Amos Tuck School, 
Hanover 

Sept. 18-20 — National Association of 
Supervisors of State Banks, New York 

Sept. 22-25 — American Bankers Asso- 
ciation, Atlantic City, N. J. 

Sept. 29-Oct. 4 — Financial] Public Rela- 
tions Association, Chicago 

Oct. 7-10 — National Association of 
Bank Auditors and Comptrollers, At- 
lanta 

Oct. 7-10 — National Association of 
Bank Women, Boston 

Oct. 10-11 — Western Regional Trust 
Conference, A.B.A., Portland, Ore. 


Oct. 17-18 — New York Bankers Asso- 
ciation Trust Conference, Albany 

Nov. 21-22 — Mid-Continent Trust Con- 
ference, A.B.A., New Orleans 


AB A 


@ Open House was held at the new, 
million-dollar, seven story addition of 
Exchange National Bank of Tampa, Fla., 
on March 6, 7 and 8. The modernization 
program included also complete renova- 
tion of the old building, which was like- 
wise on display. To guide the old cus- 
tomers and welcome new ones a 12-page 
leaflet describes the enlarged bank and 
its services, showing the new floor plans. 
A page is devoted to the trust depart- 
ment, occupying entire fourth floor. 
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CLASS 23: INCOME OF TRUST 


Two sections, namely Section 677 and Section 678, of 
the Internal Revenue Code concern the imputation of 
the income of a trust to a person other than the trustee 
or a beneficiary. This is accomplished by stating that 
the person “shall be treated as the owner” of a portion 
of the trust, and then applying the general rule set 
out in Section 671, which in effect provides that where 
it is specified that the grantor or another person shall 
be treated as the owner of any portion of a trust, there 
shall be included in computing the taxable income and 
credits of the grantor or other person, those items of 
income and credits of the trust which are attributable 
to that portion of the trust, the ownership of which is 
imputed either to the grantor or to such other person. 

Since this will form paragraph system concerns only 
testamentary trusts and does not include inter vivos 
trusts, it is not necessary for us to consider further 
Section 677 which, under certain circumstances, im- 
putes income to the grantor of a trust. However, if 
these paragraphs are adapted to an inter vivos trust, 
then that section must first be consulted. 

It is possible, however, for a testamentary trust to 
run afoul of the rule of Section 678, “Person other than 
grantor treated as substantial owner.” The imputation 
of income occurs where the person other than the 
grantor “has a power exercisable solely by himself to 
vest the corpus or the income therefrom in himself” 
and in other cases. Since the application of income for 
the support of a beneficiary of a trust who happened to 
be a minor dependent of the trustee might be held to 
be within the meaning of Section 678, it has been pro- 
vided in Section 678(c) that such imputation shall not 
apply excepting to the extent that such income is so 
applied. In other words, the mere existence of the 
power would not in this particular instance result in 
taxaticn of the person other than the grantor. See in- 
troduction to Class 28. 

Difficulty could arise where income is given for a 
designated purpose, such as for support, and the in- 
come available is more than necessary. Care should be 
taken to state specifically what should be done with all 
of the income. A partial intestacy was construed to 
exist in Stempel v. Middletown Trust Company, 127 
Conn. 206, 15 A2d 305, 157 ALR 657. See also Annota- 
tion, “Disposition and rights in respect of surplus in- 
come from trust in excess of amount directed to be paid 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
lished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 
ten and expanded version. Major chapters are being pub- 
lished serially in Trusts AND Estates, and the entire system 
will be published by us in book form later. Editor’s Note. 
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to or required for support of beneficiaries during trust 
period,” 157 ALR 668. 

If there is a surplus over the amount necessary to 
carry out the expressed purposes of a charitable trust, 
the question arises whether the remainder goes to the 
heirs or under the cy pres doctrine goes also to charity. 
It was held in Holmes v. Welch, 314 Mass. 106, 49 NE2d 
461, 157 ALR 896, that where the specific directions 
of a will as to application of property to a charitable 
use cannot be carried out or leave a surplus after being 
carried out, a trust results for the heirs or next of 
kin unless there is a general charitable intent per- 
mitting the application of the fund to other charitable 
purposes under the cy pres doctrine. See also Annota- 
tion, “Rights and remedies in respect of claimed surplus 
over the amount necessary to carry out the expressed 
purpose of a charitable trust,” 157 ALR 903. 

Reserves might be quite useful in a trust. See No. 
23.3. Formerly deductions for depreciation allowed to 
a trust which disbursed all of its income to benefi- 
ciaries were not available for purposes of federal in- 
come tax to the beneficiaries. This has been corrected, 
but there still may be instances where deductions could 
go to waste, as for example in connection with capital 
losses during the continuance of the trust. Compare 
I.R.C. Sec. 642(h). See also, Capron, “Depreciation Re- 
serves in Trust Accounting,” 89 Trusts and Estates 
(Oct. 1950) p. 648. If a stated reserve is provided, as 
in No. 23.3, it should not be too small, especially if real 
estate is owned, because such a reserve may make the 
depreciation deduction available only to the trust. See 
I.R.C. Sec. 167(g). 

Reserves for anticipated expenses such as are men- 
tioned in No. 23.8 would seem to be advisable from an 
administrative standpoint. However, they may intro- 
duce an objectionable discretion under the Federal 
income tax law. On the general subject of the inter- 
pretation of a will which requires the trustee to pay 
over the net income annually or oftener if convenient, 
see Shirk v. Walker, (Mass.) 10 NE2d 192, 125 ALR 620, 
which sanctions interpreting such language as author- 
izing reasonable reserves. See also Annotation, “Right 
or duty of trustees to withhold income as a reserve 
against future charges, anticipated loss, or reduction 
of future income or other emergencies,” 125 ALR 629. 

Question may arise as to apportionment of income 
among successive beneficiaries. See Safe Deposit & 
Trust Co. of Baltimore v. Woodbridge, (Md.) 42 A2d 
231, 159 ALR 580. However, it is not considered neces- 
sary to make special provision in the will concernig 
this in the usual case. See Annotation, “Apportionmet 
of income as between successive life beneficiaries,” 1 °9 
ALR 589. 

Some of the clauses (e.g. No. 23.3) provide for te 
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accumulation of income by the trustee. Before using 
any such clause, one should make sure that the statutes 
9 of the particular jurisdiction do not forbid the type of 
PF accumulation which is involved. The rule against ac- 
cumulation, although it may use the same measuring 
period as to the rule against perpetuities, is in fact 
a separate and distinct rule, so that a trust which does 


Net income to A 23.1 


' The said entire net income of said Trust shall be paid to 
) Ain monthly or other convenient installments as long as he 
' shall live, and upon his death the Trust shall at once cease. 


not violate the rule against perpetuities may neverthe- 
less violate the rule against accumulations (See 70 
C.J.S. Perpetuities, Section 32, Trusts for Accumula- 
tion). The statutes may restrict the number or class 
of persons for whose benefit a trust for accumulation 
may be created or the length of time for which the 
accumulation may be directed to continue. 


for such year. If such income shall not equal said sum of 
Te eS eer THOUSAND DOLLARS in any one year, as afore- 
said, such difference shall not be cumulative nor carried 
over, either in whole or in part, from one year to another. 





The remainder of said income, after such payment to my 
said wife, shall be equally divided among my children, B, C, 
and D, if living, and their descendants, per stirpes, if de- 
ceased, and my wife, the share of my wife being equal to that 
of a child of mine. 


Income to child A and any after born children — 
with representation 23.2 


The said entire net income of said Trust shall be paid in 
quarterly or other convenient installments equally to my 
daughter, A, and to any other child or children that may 
hereafter be born to me; provided that A’s share shall be 
equal to that of any other of my children, and provided 
st, > further that, if any of my children shall have died at the 
he | time of such distribution of income and shall leave descen- 


Designated sums per month with possible purchase 
of annuity 23.6 


The sum of ____________. DOLLARS per month shall be paid 
to my sister, A, and the sum of —. DOLLARS pel 


ot. sy 
= Mf 





ty. — dants then living, such descendants shall represent their month shall be paid to my brother, B, for their respective 
2d — ancestor and take such ancestor’s share of income per stirpes. natural lives or until the sooner termination of said trust; 
ns and each such payment shall begin with the date of my 
ble | Setting up a reserve fund 23.3 death. It is not my intention to prolong the duration of said 
ng Said TRUSTEE shall pay all taxes and expenses of the Trust Trust beyond the termination set out below, regardless of 
0 


including compensation of TRUSTEE, and until the termina- the fact that my said sister or my said brother, or both of 


a tion of this Trust shall distribute and dispose of the re- them, may survive the termination of said Trust. Provided, 
ce mainder of the income from said Trust in monthly or other however, that if, upon such termination of said Trust, my 
us | Convenient installments, but at least annually as follows, to said sister or said brother, or both, are then living, said 


TRUSTEE shall set apart out of said trust assets an amount 
sufficient to purchase, and shall purchase therewith, an an- 
nuity payable monthly or at other convenient intervals, for 
the remainder of the lives of my said sister and brother, 


ed — wit: Ten (10) per cent thereof it shall retain and add each 

year to the corpus of the trust fund and invest and reinvest 
No. — the same with all powers herein given to it to guard against 
to | shrinkage of the trust estate by depletion, depreciation, losses 





*fi- § or other contingencies. respectively, equal to _ DOLLARS per month, for 
in- The remaining ninety (90) per cent of said income it shall my said sister, and ... DOLLARS per month for my 
PS oe ee said brother. Should said TRUSTEE for any reason deem it 
or (a) One-third thereof to my said wife, A. inexpedient to purchase such annuity, it may, in its discre- 
‘re | (b) One-third thereof to my said son, B. tion, in lieu thereof, pay over to said beneficiary an amount 
“ (c) One-third thereof to my said son, C. equal to the commuted value of such an annuity ascertained 
tes Note: Statutes in some jvrsidictions may forbid this type by reference to the expectancy of life of such beneficiary, 
as of accumulation. See introduction. using a rate of interest of three and one-half (31) per cent 
re To wife for life and then to another 23.4 senile 
“win Said TRUSTEES shall make all proper deductions, including Portion to sister, etc. until stated sum paid 23.7 
} compensation to said TRUSTEES, and shall pay over and dis- One-third (1/3) of said income shall be paid over to my 
pn- tribute the net income from said Trust in quarterly or other sister, A, if living, or to her descendants per stirpes, if de- 
an convenient installments, but at least annually, to my wife, A, ceased. until my said sister or her descendants shall have 
a so long as she shall live. From and after the death of my collectively received the sum of ________ DOLL ars, at 
poe wife. (or from and after my death if my wife shall not sur- which time such payments of income shall cease and termi- 
we vive me) said net income shall be paid over and distributed nate, provided, however, that such payments shall in any 
nt, in like manner to the said B so long as she shall live. event cease and terminate when my said sister and all her 
20, Income to wife up to a certain amount — remainder descendents shall have died, even though, at such time, the 
or- to alii 23.5 sum of _........ DOLLARS may not have been paid to my 
rht s said sister or her said descendants as aforesaid. 
rve Seid TRUSTEES shall pay all expenses of the Trust, and, 
ion unti! the termination of the Trust as set out in this Will, shall Remarriage of wife 23.8 
29. disburse the net income of said Trust remaining in their Said TRUSTEE shall pay all expenses of the trust, including 
me hanc’s at least annually, and, in their discretion, make peri- compensation to said TRUSTEE, and may, in its discretion, 
odic payments during the year on account of income, in create, from time to time, necessary reserves for the pay- 
ix the «ase of my wife and if practicable also in the case of my ment of taxes and other expenses, and shall annually or 
, chil ‘ren, as follows, to wit: - oftener in its discretion disburse the net income remaining 
- My wife, A, shall receive out of said income the sum of in its hands as set out below, to wit: 
eee THOUSAND DOLLARS per year, provided that if So long as my wife, A, shall be living and shall not have 
the aid net income of said Trust in any one year shall not remarried, she shall be entitled to the entire net income of 
{ie § equ’: said sum, my wife shall receive the entire net income said trust. 
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If my wife shall remarry, then if and so long as my son, 
B, shall be living, said net income shall be divided equally 
between my wife and my said son, each to receive one-half 
thereof, but if my son be deceased, my wife shall receive all 
of said net income. 

Upon the death of my wife, my son shall be entitled to the 
entire net income of said trust. 


23.9 


Said TRUSTEE shall pay all expenses of the Trust, includ- 
ing compensation to said TRUSTEE, and until the termination 
of the Trust as set out in this Will, shall annually or in its 
discretion more frequently disburse the net income remain- 
ing in its hands as set out below, to wit: 

So long as my wife, A, shall be living and not remarried, 
she shall be entitled to the entire net income of said Trust. 

If my said wife shall remarry, then, during her lifetime, 
so long as any of my children or their descendants are living, 
said income shall be divided equally between my wife and 
my children, my wife taking a share equal to that of a child; 
it being understood that if any of my children have died and 
left a descendant or descendants, said descendants shall 
represent their ancestor, per stirpes, and receive the share 
which their ancestor would have received if living. 


Division of income while wife is remarried 


23.10 


Inasmuch as this Trust will terminate upon the death of 
my wife, no provision is made with respect to income of said 
Trust accruing after her death. Her share of income accru- 
ing prior to her death shall be paid over to her executor or 
administrator as a part of her estate. 


Unpaid income on wife’s death 


23.11 


If any one or more of my children shall die and shall leave 
a descendant or descendants (meaning always as that term 
is defined hereafter in this Will by provision with reference 
to adopted children) said descendant or descendants shall 
represent said child of mine so deceased and take, per stirpes, 
the share of income which said child so deceased would have 
been entitled to receive if living, but if at any time, while 
said Trust is in existence, a child of mine shall have died 
and shall leave no descendant living at such time, then the 
share of said child of mine so deceased shall drop out, there- 
by increasing ratably the shares of the others of my children, 


Representation of deceased children 







or their respective descendants, as the case may be, provided 
further that if at any time there be no child of mine or 
descendants of a child of mine living, then all of the income 
which would otherwise have gone to my children or thei 
descendants shall be added to the income payable to my said 
wife while said Trust shall continue. 


Income to next estate 23.12 


At the death of any beneficiary hereunder any accrued} 
and undistributed net income of such beneficiary’s share) 
shall go to the next estate as income unless the trust as to} 
such share terminates upon the death of such beneficiary, in) 


which event, said accrued and undistributed net income shall) ies 
> stanc 


) pointn 


23.135 


be distributed as a part of the principal of such share. 


Income starts at death 


Income payments of the trust estate shall be payable o 
accrue from the date of my death. 


23.14 


So long as my said wife shall be living and shall remain 
a widow, but not beyond the termination of the Trust a: 
hereinafter provided, she shall be entitled to one-half of said 
income, provided that, in case of her remarriage, she shall 
thenceforth receive one-third of said net income instead of 
one-half. 


Remarriage cuts down income 





23.15 

Should my son die leaving a widow, then until her death 
or until the termination of said trust, whichever event shall 
be first to happen, such widow shall receive, from the income 
my son would receive from said trust if living, an annual 
NIE Sccnesinnccoaceees DOLLARS as long as my wife, A, 
is living, and after the decease of my said wife, then 
sei abineaitdeasaiiich DOLLARS per annum as long as any issue of my 
son B shall survive, and _____________. DOLLARS per annum 
if at any time there be no issue of my son surviving. Wher- 
ever in this Will I refer to my son’s widow, I mean only such 
person as shall have been his lawful wife at the time of his 
decease. All income paid to such widow shall be paid to 
her for her sole and separate use, free from the control, 
debts and marital rights of any future husband, and all such 
income payments shall cease at the termination of said trust 
as herein provided. 


Varying provision for son’s widow 
¥y 


CLASS 24: INCOME PAYMENTS BY EXECUTORS 


While the statutes of the jurisdiction may provide 
that in particular cases income payments shall accrue 
from the date of the testator’s death, it is the better 
practice not to rely upon them, but to specifically so 
state where such is intended. 


24.1 


As to the beneficiaries of any Trust created by this Will 
who may be living at the date of my death, the income for 
their benefit shall not be deferred until the assets of the par- 
ticular Trust are distributed to said TRUSTEES by my EXECU- 
Tors, but shall accrue in each said case from and after my 
death, and until such distribution occurs my EXECUTORS are 
authorized to disburse said income directly to said bene- 
ficiaries. 


Income starts at death 


24.2 


The income payable to A hereunder shall accrue from and 
after my death and shall be paid by my EXECUTORS until such 


Limited to a particular beneficiary 


402 


There may be advantages to be gained from an in- 
come tax standpoint by not making such a provision 
and allowing income to be offset by expenses of ad- 
ministration, such as executor’s commissions. In such 
event some other interim provision should be made. 


time as said TRUSTEES are in a position to commence pay- 
ments. 


24.3 


Whereas in this Will I have provided for certain payments 
to be made by said TRUSTEE out of income, and also. i 
certain contingencies, out of corpus, and [| realize that time 
will elapse before assets and income are in the hands of said 
TRUSTEE, I therefore direct that such payments, during ad- 
ministration of said assets, be made by my EXECUTOR out of 
the corpus or income of my estate in its hands, as the case 
may be, in the same amounts and to the same persons as if 
said TRUSTEE had received and paid out said income and 


Integration with trust payments 
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corpus from the date of my death; and when said TRUSTEE 
does commence paying out income and corpus, it shall take 
into account the amounts already paid by said EXECUTOR and 
shall not duplicate said payments, it being my intention that 


the plan of distribution of and retention of income, as set 
out in this Will, shall be operated as a consistent whole, com- 
mencing with the date of my death, and my EXECUTOR and 
TRUSTEE are directed to cooperate for that purpose. 


CLASS 25: WITHDRAWAL OF CORPUS 


We deal here only with withdrawal at the option of 
the beneficiary. Encroachments on corpus by trustees 
for 2 Special purpose are dealt with under Class 30. 

The provisions of the Federal estate tax law have 
made withdrawal provisions inadvisable in some in- 


‘stances. This is because the concept of “power of ap- 
| pintment” has been greatly enlarged by the Internal 


3.135 


Revenue Code. See Section 2041(b). If the decedent 
has a “general power of appointment” at his death, 
this may result in adding the property subject to such 
power to his estate for purposes of Federal estate tax, 


25.1 


Said TRUSTEE shall pay to A such sum or sums of the 
principal of the trust estate as she may at any time or from 
time to time in writing request, provided, however, that the 
aggregate amount of principal disbursements under the 
terms of this paragraph during any one year of the trust 
shall not exceed the sum of $1,000. 


Limited amount in each year 


25.2 
Notwithstanding any other provision of this Will, I hereby 
authorize my wife, A, in her sole discretion, and at any 
time, either before or after the Trust provided for by Clause 
__..... hereof and known as the “Marital Trust” has 
come into existence, to demand and receive, as her own 
absolutely, the property described in said Clause —_______ 
and all or any part of the corpus of the trust created by said 
Clause - __.... Any such demand shall be made in 
writing and delivered to my EXECUTOR or said TRUSTEE, 
whichever at the time of such demand shall have title to 
said property. 


Right in wife to withdraw corpus 


even though he had no intention of ever exercising 
the power and did not exercise it. In general such 
powers of withdrawal of corpus by the beneficiary 
should be avoided for this reason. 

If, due to the family situation, it is necessary to 
grant a power of withdrawal, it should be limited in 
amount in order to prevent adding the entire corpus 
of the trust estate to the estate of the grantee of the 
power. So far as possible, the power of withdrawal 
should be limited according to a definite standard in 
the manner permitted by the Code. 


Wife’s power to withdraw corpus, another form 25.3 


My wife shall have the right at any time, and from time 
to time, to withdraw all or any part of the corpus of said 
Trust estate and to free the same from the provisions of said 
Trust, which right may be exercised by her by an instru- 
ment in writing duly signed by her and acknowledged as 
deeds are required to be acknowledged by the law of 
ee OU set es then in effect, and delivered to said TRUSTEE, 
and describing the property or portion desired to be with- 
drawn. Upon receipt of any such instrument in writing, said 
TRUSTEE shall thereupon convey and deliver to my wife, free 
from trust, such portion of the corpus of said Trust estate 
as is so described in such instrument. 


25.4 
My husband shall have the privilege from time to time 
during his life to withdraw portions of the corpus of the 
trust estate hereby created. The total amount of such with- 
drawals shall not exceed DOLLARS. If my husband 
shall remarry, the right to make withdrawals shall cease. 


Right terminating on remarriage 


CLASS 26: PARTIAL DISTRIBUTION OF CORPUS 


While provisions for the distribution of a portion 
of each beneficiary’s share at certain specified ages are 
very popular, there may be serious objections to them. 
In the first place, if the estate is small such provisions 
may cause inconvenience to the trustee who must 
anticipate the withdrawals of corpus and, therefore, 
may not be able to make investments which otherwise 
would be desirable. Also, the subtraction of portions of 
the estate may leave the remainder undesirably small. 

The five year throw-back provisions of the 1954 In- 
ternal Revenue Code, Secs. 665-668, may render such 
partial distribution provisions particularly inadvisable. 
See “Drafting ‘Complex’ Trusts under the Five Year 


26.1 


When A shall reach the age of thirty-five years, or at my 
death if A shall have attained said age before my death, the 
TRUSTEES shall transfer, convey, deliver and pay over to him 
mne-half of the principal funds of his share of the Trust 
Istate free from trust, and when he shall reach the age of 
lorty years, or at my death if A shall have attained said age 
tefore my death, the Trust as to his share in the Trust Estate 
thall cease, or shall not go into effect, as the case may be, 
ind ihe TRUSTEES shall thereupon transfer, convey, deliver 
ind pay over to him the residue of the property then 


Part distributed at certain ages 
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Throw-Back Provisions of the 1954 Code,” David R. 
Roberts, Journal, American Bar Association Vol. 31, 
No. 3 p. 269 (March, 1955). It should be noted that the 
exceptions in Sec. 665(b)(3) apply only to instruments 
which were in effect on January 1, 1954 and the other 
exceptions provided in Sec. 665(b) do not apply to the 
typical distribution upon attaining specified ages. 

While some of the clauses submitted refer to undis- 
tributed income along with corpus, the preferable meth- 
od of handling undistributed income in view of the 
Federal income tax law is to allow it to go to the 
income beneficiary and to confine distribution clauses 
of this nature to corpus only. 


constituting the same, both principal and undistributed in- 
come, free from trust. If A shall die before reaching the age 
of forty years, or if he shall predecease me, the Trust as to 
his share of the Trust Estate shall cease at the time of his 
death, or at my death if he shall predecease me, and the 
TRUSTEES shall transfer, convey, deliver and pay over the 
property and assets then constituting the same to his then 
living blood descendants, if any, per stirpes, but should the 
said A die before attaining the age of forty years or pre- 
decease me leaving no such blood descendant so surviving, 
his share both as to principal and undistributed income shall 
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be held, managed and distributed in all respects both as to 
income and principal for the benefit of B, as herein set out 
respecting his share in and to the Trust Estate. 


Distributions at ages of 25 and 30 years, an elaborate 
provision 26.2 


So long as my wife is living I do not desire any portion 
of the corpus of said trust to ‘be distributed to my children 
in the manner set out below. 

After the death of my wife, I direct that portions of the 
corpus of said trust be distributed to my children upon 
attaining the ages set out below and that the distribution of 
income after such partial distributions shall be adjusted 
accordingly, that is to say: 

For purposes of such distributions, a child’s “proportion” 
of the estate shall be considered to be the fraction thereof 
which would be arrived at by dividing the whole among my 
children at the time of my death, counting all of the descen- 
dants of a deceased child as collectively representing such 
child. 

As soon as any child of mine shall attain the age of 
twenty-five years, one-half of his “proportion” of the trust 
estate shall be paid over to him absolutely. Thereupon his 
interest in the income of said trust estate (and that of his 
descendants in case of his death) shall be cut down to one- 
half of what it had been. As soon as any child of mine shall 
attain the age of thirty years, the remaining one-half of his 
“proportion” shall be paid over to him absolutely and his 
interest (and that of his descendants in their capacity of 
representing him) in said trust estate and income thereof 
shall thereupon cease. 

In other words, if three of my children survive me, the 
first distribution of corpus to a child will be one-sixth (1/6) 
of the corpus and undistributed income then on hand. The 
next distribution will be one-fifth (1/5) of the corpus and 
undistributed income then on hand. The next distribution 
will be one-fourth (1/4), the next one-third (1/3), the next 
one-half (1/2), leaving the remainder of the corpus as the 
interest of one of my children in said trust. 

The death of a child of mine before attaining the age of 
twenty-five years or thirty years shall have the effect of can- 
celling the privilege of withdrawing his “proportion” of the 
corpus according to the foregoing plan, so far as concerns 
the interest of said child. Thereafter, the income of said 
“proportion” shall be distributed as provided below, and 
the interest of such child in the corpus shall remain in the 
trust until the termination thereof and at such time shall 
be distributed per stirpes to the descendants then living of 
such deceased child of mine, and if there be no such descen- 
dants then living, the share of such deceased child of mine 
shall be distributed among my other children, the descen- 
dants of any deceased child to represent their parent and 
take their parents share, per stirpes. 

During the existence of the trust, the income of said “pro- 
portion” which would have been distributable to such de- 
ceased child shall be distributable instead to his descen- 
dants, per stirpes, and if there be no such descendants, said 
income shall be distributable to such persons as would be 
entitled to receive the corpus of the trust estate if the trust 
estate were then terminated. 

This trust shall continue as to the portions remaining 
undistributed as above provided until all of the following 
conditions have been fulfilled, and (notwithstanding any 
provisions of this Will which may appear to be in conflict 
therewith) shall then and there be terminated, to-wit: 

(a) the death of my wife, and 


4.04. 


(b) all of my children shall have become of the age of 
thirty years or died prior to attaining such age. 

Upon such termination of this trust, all proper dedic. 

tions and expenses including TRUSTEES’ commission sh.ll 


first be paid, and the corpus remaining shall be distributed | 


among my children according to their proportionate int: r- 


ests remaining in said trust, the descendants of any deceas:d |] 


child to represent their parent per stirpes and take such | 


parents’ share. And if such deceased child leave no desccn- 
dants living at the date of such termination. the share of 
such deceased child shall lapse and drop out, thereby in- 
creasing the shares of my other children and their descen- 
dants as the case may be. 


One-half at 25, one-half at 30; shorter form 


As and when each of my children respectively reach ihe 
age of twenty-five (25) years, they shall receive a one-half 
(1/2) part of their respective shares of the Trust estate, free 
from trust, as their own absolutely; and as and when the) 
respectively reach the age of thirty (30) years, they shall 
receive all of the remainder of their respective shares, both 
principal and accumulated income, if any. (subject to all 
proper expenses and deductions), free from trust, and as 
their absolute property. If, however, any of my children die 
before receiving his or her share in the Trust estate, then at 
his or her death, the property constituting the same shall be 
paid over to the descendants then living of such deceased 
child, they taking per stirpes, subject, however. to the pro- 
visions and conditions hereinafter set out. or if no such 
descendant is then living, such share shall go in equal parts 
to my other children (to be held and distributed by the 
TRUSTEE upon the same terms and provisions as provided 
herein for the original shares of such other children), or to 
their respective descendants then living, per stirpes, if any 
of them is then dead, subject to the provisions and condi- 
tions hereinafter set out. 


Distribution of one-third withheld until all children 
attain age 25 or die 26.4 


If the contingency described in Clause shall 
have occurred, that is to say, not all of my children living 
at the time of my wife’s death shall have attained the age 
of twenty-five (25) years, then, in such event, as soon as 
all of my children shall have attained the age of twenty-five 
(25) years or shall have died without attaining that age. 
one-third (1/3) of the corpus of this Trust, as then consti- 
tuted, shall be paid over and distributed to my said children 
in equal parts, share and share alike, the descendants of any 
deceased child of mine to represent their parent per stirpes 
and take such deceased parent’s share, and if any child of 
mine be deceased and leave no child then living, the share 
of such deceased child of mine shall drop out, thereby in- 
creasing the shares of my other child or children. or their 
descendants, as the case may be. 

(To be continued ) 





PRENTISS FOUNDATION MAKES HALF MILLION GRANT 


A half-million-dollar grant to the School of Medicine of 
the Western Reserve University has been approved by the 
board of managers of the Elisabeth Severance Prentiss Foun- 
dation according to the board’s president, Lewis B. Williams, 
who is honorary chairman of the National City Bank of 
Cleveland, trustee of the foundation. This grant, payable 
$100,000 each year over a five-year period, will permit the 
development of biophysics and team research, neurology and 
dermatology, also enabling the School of Medicine to bring 
men to the faculty who can devote full time to research. 
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JOHN H. FALSEY 


 Distrrpurion py Estate 10 Restwuary TRUst 


Cole, Grimes, Friedman & Deitz, New York 


ISTRIBUTIONS OF THE PRINCIPAL BY 
estates to residuary beneficiaries 


© could, under the 1939 Internal Revenue 
| Code, generally be made without direct 
' income tax consequences either io the 
» estate or to the beneficiary.1 Under the 


1954 Code this is no longer true, for 
66l1(a)(2) and 662(a) (2)* 
treat all distributions (with certain ex- 


: ceptions mentioned below) to “benefi- 
} ciaries’ = — 


whether distributions of 
principal or income — as deductible by 


' the estate and taxable to the beneficiary 
| to the extent of the beneficiary’s pro- 


| portionate share of the estate’s dis- 
) tributable net income.* Section 663- 


» (a)(1) excepts from the operation of 
» Sections 661(a) (2) 
» gift or bequest of a specific sum of 
"money or of specific property,* but a 


and 662(a)(2) a 


distribution of the residuary estate does 


not come within the exception.° 


Accordingly, since it would appear 
that a residuary trust is a “beneficiary” 
of an estate,° the tax consequences of 
distributions of corpus by estates to 


| residuary trusts must be carefully con- 


sidered by executors. And while this 
state of the law promises to give ex- 
ecutors many headaches,’ it may also 
present to them an opportunity for in- 
come tax saving. 


The MNeadaches 


Assume that a decedent’s will leaves 


‘Estate of Robert W. Harwood, 3 T.C. 1104 
(1944); Estate of Isadore Zellerbach, 9 T.C. 89 
(1947), aff'd per curiam 169 F. 2d 275 (9th Cir. 
1948) cert. den. 335 U.S. 903. 

_*These sections govern primarily the deductibil- 
‘ty of distributions by an estate and their taxabil- 
Ity to the beneficiaries. 

_ ‘For definition of distributable net income see 
Section 643(a). 

‘Such a gift or bequest must be paid or credited 
_ at once or in not more than three installments 
9 con 


within the excepticn. 
*Ree See. 1.663(a)-1(b) (3) 


‘See Reg. See. 1.643(c)-1. Section 643(c) de- 


fines “veneficiary” as including “heir, legatee, de- 
Visee, 

‘Se ‘amin et al, The Internal Revenue Code of 
1954; “rusts, Estates and Beneficiaries, 54 Cot. L. 
oid 7, 1255-6 (1954); Fillman, Selections from 
— ter J, 10 Tax L. Rev. 453, 470-1 and 473 
1955 Craven, Taxation of Estate and Trust In- 
=. der the 1954 Code, 103 U. or Pa. L. REv. 
02, 6° 3-14 (1955). 
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his entire residuary estate in trust for 
income beneficiary, X, requiring that 
the trust income be currently distributed. 
The estate income earned during ad- 
ministration may, of course, be accumu- 
lated or distributed at the executor’s 
discretion. The estate income for the 
year is $20,000 of which $10,000 is 
distributed directly by the estate to the 
income beneficiary in that year. In the 
same year the estate distributes $40,000 
of corpus to the residuary trustee. 


Since there would appear to be two 
“beneficiaries” of the estate, X and the 
trust, receiving distributions, under a 
literal application of Section 662(a) (2), 
X would be taxable on only 10,000 
50,000 of $20,000 or $4,000 while the 
trust would be taxable*® on the balance 
of $16,090." Under Section 661 (a) (2) 
the estate has a deduction for distribu- 
tions of $20,000 and thus has no taxable 
income. Or, if the income distribution to 
X is considered, under the will or local 
law, to be required to pass through the 
trust so that X is not considered to be a 
“beneficiary” of the estate,’° the trust 
would seem to receive from ihe estate 
all of the estate income of $20,000, and 
the trust would have to pay a tax on 
$10,000 after deducting the distribution 
of $10,000 to X. 


Both of these results raise the prob- 
lem of what money pays the trust’s 
share of the tax which would seem 
properly to be a charge against income. 
Assuming that there is not sufficient 
income in the trust out of which to pay 
the tax should the trustee use corpus to 


’ 


8For argument that this “income” is not con- 
structively received by the income beneficiary see 
discussion under Tax Saving Considerations below. 


°If in the estate’s year of termination income is 
required to be distributed currently within the 
meaning of Sections 661(a)(1) and 662(a) (1) 
then the result would be otherwise since the dis- 
tribution of income would be a “‘first tier’’ distri- 
bution, but in the case of the usual estate these 
sections are probably not applicable cven in the 
year of termination. 


leTt will be noted that for the purposes of un- 
used loss carryovers and excess deductions on ter- 
mination of an estate Reg. Sec. 1.642(h)-1(c) (3) 
states that an income beneficiary will not be con- 
sidered as a beneficiary succeeding to the property 
of the estate. . 


pay the tax and is the trustee entitled 
to reimbursement from the income bene- 
ficiary or to withhold from future in- 
come in order to reimburse corpus? 
What if an income beneficiary who has 
received all of the estate income through 
a direct distribution from the estate 
should die shortly after the trust is set 
up? Can the trustee recover the tax 
money paid out of corpus from the in- 
come beneficiary’s estate? 


Equitably it would seem that income 
should reimburse corpus for the tax 
money paid, and on accounting the 
Probate Court would probably decree 
that this be done.!! However, it might 
be argued that a taxable gift is made 
by the income beneficiary to the re- 
maindermen if the former reimburses 
principal voluntarily. 

These problems can be avoided if, in 
a year when both corpus and all of 
the estate income are distributed, all 
distributions are made by the estate to 
the trust. Then the estate would be dis- 
tributing only to one beneficiary, the 
trust, which in turn would distribute the 
income to the income beneficiary who 
would bear directly the entire tax bur- 
den. Unfortunately, by forcing this pro- 
cedure on the executor the 1954 Code 
will in many, if not most, jurisdictions 
subject income to the additional expense 
of a commission on the handling of the 
income by the trustee. 


Another way to avoid the problem on 
termination of an estate might be to 
distribute all of the estate income to 
the income beneficiary just prior to the 
close of the estate’s tax year and then at 
the beginning of the next year (the 
estate’s final year) when there is no 


Cf. Estate of Eleanore Elkins Rice, (Orphans 
Court of Montgomery County, Pa. 1956) reported 
in P-H Wi.is, ESTATES AND TRUSTS SERV. par. 
5532 (income was required to reimburse principal! 
where under the 1954 Code principal expenses were 
deducted in the trust income tax return to the 
complete benefit of the income beneficiaries while 
the trust had to pay a large tax on capital gains 
allocated to corpus.); In re Warms’ Estate, 140 
N.Y.S. 2d 169 (Sur. Ct. N. Y. Co. 1955) (wherein 
administration expenses were deducted in the fidu- 
ciary income tax return, and income was required 
to reimburse corpus for the increased federal es- 
tate tax.) 
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income in the estate distribute the corpus 
to the trust. However, in a year when 
only a part of the estate income is dis- 
tributed and corpus is also distributed 
the problems will exist. 


Tax Saving Considerations 


In spite of the foregoing this dark 
cloud may have a real silver lining. Let 
us assume a case in which a will creates 
a residuary trust which is to distribute 
all its income currently; that before dis- 
tributions the estate has taxable income 
of $50,000 for the year; and that the 
income beneficiary of the residuary 
trust (who is not entitled to joint or 
head of household rates) has taxable 
income in excess of $50,000 before any 
estate distributions. Obviously, it is de- 
sirable not to make distributions of in- 
come to the income beneficiary. 


Without a deduction for distributions 
the estate would be subject to income 
tax of $26,820. If the estate distributed 
$25,000 of corpus to the residuary trust, 
following the conclusions reached above 
the estate would have a deduction of 
$25,000 and the estate and trust would 
each be subject to tax on $25,000. The 
total taxes payable by the estate and 
the trust would be $20,300 or a tax 
saving of $6,520. 
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It would appear that the taxation of 
the trust and the income beneficiary with 
respect to distributions from the trust 
would be governed by Sections 651 and 
652'* and that the income beneficiary 
would be taxable only on income which 
under the terms of the will and local 
law was required to be distributed cur- 
rently to the beneficiary. This is because 
these Sections provide for deduction by 
the trust and inclusion by the beneficiary 
of “income” which is required to be 
distributed currently, and “income” is 
defined in Section 643(b) as meaning 
the “income . . . of the trust for the 
taxable year determined under the terms 
of the governing instrument and ap- 
plicable local law.” 


Thus it would seem that no part of 
the $25,000 corpus distribution to the 
trust would pass through to the income 
beneficiary.’* The beneficiary would, of 
course, be taxed on any income which 
was earned by the $25,000 of corpus 
after it was received by the trustee. 


Other income tax consequences to the 
trust and the income beneficiary in the 
year that the trust received such a dis- 
tribution of corpus would probably be 
as follows. The taxable income received 
by the trust would be deemed as con- 
sisting of the items of income entering 
into the computation of the estate’s dis- 
tributable net income in proportion.’ 
Any income actually received by the 
income beneficiary from the trust would 
probably be treated as consisting of the 
same class as the items entering into the 
trust’s distributable net income.’ 


For example, if the $25,000 of corpus 
in the trust earned $500 of dividend in- 
come but the trust’s distributable net 
income consisted of one-half dividend 





l2Relating to trusts required to distribute income 
currently. 


income and one-half taxable bond in. 
terest as a result of the distribution of J 








corpus, the income beneficiary would be |} pan) 
taxed on $250 of dividend income and | Th 
$250 of interest income. To the extent 4 
that the trust and the beneficiary cre the b 
considered to have received dividend in. )”" , 
come such dividend income would prob- mp 
ably qualify for the dividend credit and 7 = * 
exclusion. The trust would be entitled 7°" 
to the exemption of $300 allowed trusts : celebr 
required to distribute income current. 7M” 
ly.1® It does appear, however, that if for th 
the trust were to make corpus distribu. | ™°" 
tions within the five years following, the |) °°” 
“throw back” rule would operate on the brane 
“corpus-income” accumulated in_ the} The 
trust.!* York 
* %  % san ill 

There may well be a question as to f°" Ja 
the constitutionality of an income tax f fered 
statute which subjects to taxation dis- | 0“°®! 
tributions of corpus'® and _ remedial alirac 
legislation may be required. For the real ai 
present, however, the problems presented replac 
by the making of distributions of corpus that o 
by estates to residuary trusts must be f°" p 
faced realistically. Unfortunately, the fellow 
new Regulations under Subchapter are and w 
not helpful in this regard. lemini 
————— the se 
“See Section 642(b). for ev 
See Sections 665-8. q counts 
18See Craven, supra, at p. 614. Fetc. Tl 
ss & easily 
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FURLONG HEADS CHICAGO CORPORATE 4% drive- 
FIDUCIARIES ASSOCIATION A els is 

Clair W. Furlong, vice president of the It r 
Continental Illinois National Bank and article 





Trust Co., has been elected president of 
the Corporate Fiduciaries Association of 
Chicago. 

Other new officers elected by the As- 
sociation at its recent annual meeting 
are Vice President — Don H. McLucas, 


accour 
remail 
accour 
or ch 
charge 





183A contrary conclusion has been suggested in vice president, The Northern Trust Co.; Now 
Fillman, supra, at p. 470. and Secretary-Treasurer — Pressly L. fmentio 
4See Section 662(b). Stevenson, vice president, First National B this se 
‘See Section 652(b). Bank of Chicago. affecte: 
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ON THE PUBLICITY FRONT 





in- 

of § 

be |} Banking Woos Middle Millions 

ad : There’s a new smile on the face of 

UZ the banker today — it is intended to 

‘Te | win the middle income man or woman 

‘Nas a customer. The banks are not wait- 

b ing for people to come to them any 

‘more except perhaps on open - house 

7 } celebrations with door prizes; they are 
ws: » running after the prospect with lollipops 
~ for the kids — and at the same time 
* \ more convenient services: drive-in win- 

he 9 dows, snorkels, night depositories, more 
vy p branc hes and longer hours. 

the | The “new look” story in some New 

York financial institutions appeared in 

San illustrated article in Today's Living 

to pO” January 2%. While the public is of- 

oil fered free trips to Bermuda and glam- 
dis. our-girl-greeters in the bank lobby, and 
dial | attractive architecture generally, the 
the [ real aims are three. The bankers want to 
ted | Teplace the old fortress atmosphere with 

‘pus that of a friendly and thoroughly mod- 
“pe ern place of business, where the little 

the | fellow is as welcome as the millionaire 

are |2nd where women are received with the 
feminine niceties. They want to offer 

the services people really need — loans 

for everyday needs, Christmas Club ac- 
‘counts, no-reserve checking accounts, 
setc, They want to make all their services 

I easily available—and that is where the 
jadditional branches, banking-by-mail. 

TE J itive. in and walk-in windows and snork- 

ies come in. 

fthe | It pays off. if one is to believe the 

and Wj article referred to. Thousands of new 
nt of W accounts are obtained and most of them 
on of Hemain. Since these are largely savings 

accounts of one form or another, loans. 

Bes or checking accounts with a service 
oii charge, the business is profitable. 

Co.; | Nowhere in the article is there any 
ly L. fmention of the Trust Department. Yet 
tional this segment of the bank’s activities is 

affected also by the let’s-be-friendly 
~~ approach. Middle income people become 
acquainted with the bank and _ hence 
can at least be reached by the trust de- 
partment. With Common trust funds as 
an investment medium, smaller trusts 
tan be handled profitably. Finance for- 
lms are receiving record attendance by 
men, women or both, wherever they are 
oflered. And trust advertising today is 
being directed to the middle income 
: group. is more informative, better illu- 
‘rate, and carries an invitation which 
argest B® credible to the reader of modest 
the mean 
Possibly there is a danger in all of 
Seattle this. Stress on give-away programs may 
gi TES BAPRIL 1957 


undermine the education for thrift. Glad- 
handing may be carried to an extreme 
that diminishes confidence and there are 
times when a private office is better than 
a picture window. But as long as the 
banks do an intelligent and efficient job 
in handling their various kinds of ac- 
counts after they get them, the effort 
toward friendliness and convenience can 
go a lot farther and bring gain to both 
banker and customer. 
Newspaper Advertising 

“Investment Huge—Value Zero” is 
Montgomery Norristown (Pa.) Bank & 
Trust Co.’s estimate of a Victorian man- 
sion pictured in their ad. The text com- 
pares the house to an estate which can 
lose value through lack of planning or 
of knowledge. “Unlike a home, a will 
can go stale in a few years” .. . “Don’t 
leave your an architectural 
absurdity” advises the bank. “You can 
plan now to avoid such crushing depre- 
ciation. We know how and we'll be glad 
to show you how to conserve or increase 
its value.” 


estate as 


“Is joint ownership right for you?” 
inquires an ad of Trenton (N.J.) Trust 
Co. The text suggests three circum- 
stances under which joint ownership 
should be avoided, and advises the 
reader, if he has a substantial amount 
in joint ownership, to see his lawyer 
and/or consult the bank. A pamphlet 
is offered, and an example given of the 
tax savings obtainable through trust 
service in contrast to joint ownership. 

“Something solid for the ladies to 
lean on” is offered in an ad of National 
Bank & Trust Co., South Bend, Ind.., 
which shows a model of the bank build- 
ing surrounded by a grandmother, her 
daughter and granddaughter. The text 
makes it clear that the real support is 
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Reproduction of recent newspaper ad. 





from the trust officers who have “de- 


voted sympathetic and _business-wise 
consideration to the vital problems of 
the bereaved” for more than half a 


century, and who, “as executors and 
trustees of estates both large and small, 
have helped scores of heirs through pe- 
riods of emotional stress to situations 
of economic security.” 

“A castle of cards collapses easily .. . 
Occasionally an estate, too, may col- 
lapse,” remarks an ad of Fort Worth Na- 
tional Bank, which pictures a typical 
house of cards. The reason given for 
estate collapse is “too few liquid assets” 
and to prevent this catastrophe the ad 
suggests that the reader see his life 
underwriter. 

“Planning your vacation?” asks First 
Trust Co. of St. Paul in an ad which 
pictures a couple on safari. “If you are, 
don’t overlook your personal estate plan- 
ning.” The ad offers 9 steps that should 
be included in “careful estate planning 
with your attorney.” 

“Steel is as big as all outdoors,” com- 
ments the first ad in a new series by 
Chase Manhattan Bank, New York. The 


series of institutional ads will dramatize 





Ohio's Oldest Trust Company 
Offers Complete Fiduciary Service 


THE CENTRAL TRUST COMPANY 


Cincinnati, Ohio 














A Fable Told in 
the Public Interest 





The King who got squeezed by Tight 

Money, from the Harris Trust & Sav- 

ings Bank ad parable explaining that 

Tight Money means “There is no 

such thing as a free lunch.” The King 

learns that the answer to Tight Money 
is simply more savings. 





the part played by banking in financing 
basic American industries. 

Harris Trust & Savings Bank, Chi- 
cago, performs a public educational ser- 
vice in current newspaper ads by stat- 
ing the facts about tight money and 
inflation in fable form. The light touch 
in illustration and copy are effective 
both in pointing out the need for re- 
straint and, at the same time, offering 
the bank’s services. 

“The penalty of being a_ business 
man” is the first of a new series of insti- 
tutional ads from the same bank. It 
points out that the business man is the 
one who has to stay late, sweat out the 
new ideas, and risk his bank roll in an 
effort to give people a product that’s 
better, or less expensive. The bank then 
expresses its pleasure in having worked 
with so many businessmen and “helped 
some take their firms to the top.” 

“Because in March the hare sheds a 
few inhibitions, is it altogether fair to 
label him ‘mad’?” inquires a unique 


springtime ad of Midland Bank Execu- 
tor & Trustee Co., Lid., London, Eng- 
land. Headed by a striking illustration 
representing the month of March, the 
ad develops the thought that Spring as 
a season “is notably one for planning, 
for looking ahead. And if your own 
plans concern the future welfare of your 
dependants, the most profitable way for 
you to celebrate the Spring is to take 
counsel now with the Midland com- 
pany.” 


Booklets 


“Warnings about joint tenancy and 
your estate,” a six page folder published 
by The Hanover Bank, New York, has 
aroused a lot of inquiries. Two inser- 
tions of an ad in the eastern edition of 
the Wall Street Journal in three weeks 
brought in 2,000 requests for the book- 
let, and they are still coming. Inquiries 
have been from both the New York area 
and a large number of more distant 
states. 

Two new recruiting booklets — one 
for college men and one for high school 
students—have been published also by 
The Hanover. With modern layout, illus- 
tration, clarity and conciseness of text, 
these have won enthusiastic reception, 
recruiting officers report. The college 
booklet is entitled “What Makes A Com- 
mercial Banker?” and the high school 
approach is called “Me? Work in a 
Bank? Well now... 

“What our Trust Department can do 
for you and yours ...,” issued by Texas 
National Bank, Houston, in the first 
eight pages describes fiduciary respon- 
sibilities and why a bank’s trust depart- 
ment “can do them better.” The second 
half describes investment policies under 
various fiduciary relationships, _ tells 
how fees are determined, and discusses 
estate planning. “In the selection of 
executor, trustee or agent,” says the 
closing section, “find one in whom you 











Established 


er State-Planters Bank of Commerce and Trusts 


RICHMOND, 


its State-Plauteu 


for complete trust services 





for corporations and individuals 


VIRGINIA 





408 











np Siaetaiaantss 





The name of the month derives from 
Mars, the Roman god of war. The 
Saxons, more prosaically, called it |P 
Rough Month (Hreth Monath), which |P 


seems to indicate that the climate 
hasn’t changed as much as one might 
think. 











From ad of Midland Bank Executor 
and Trustee Co., Ltd.. London. 





have complete confidence; then give itf 
the most flexible powers and _ broadest 
direction it is possible to give. Only inf 
this way can changes in the economyf 
and in the conditions of persons be meth 
successfully.” Except for the 
there is no art work. 


“Make the Most of Liberty.” a four 
page folder, is part of the “Green 
Thumb” campaign of Liberty Real Es- 
tate Bank & Trust Co., Philadelphia. 
This is a new business contest among 
employees, and the folder. which lists 
all the bank’s services and contains a 
card of introduction, is enclosed by the 
employee with a letter describing the 
campaign and suggesting that the recipi- 
ent might wish to use one or more of 
the services offered. 


cover. 








“Succession Duties in Canada” (Do- 
minion and Provincial) published by 
Crown Trust Co., Toronto, has been re- 
vised to August 1, 1956. It is conceived 
in a manner to be useful not only to 
attorneys and life underwriters, but to 
the estate owner himself. whether he be! 
a Canadian or a United States citizen) 
with Canadian investments. 





“Adventurer’s Friend” may sound; 
like a strange title for a book on the| 
corporate trust department’s work but); 
is actually an attractive illustrated leaf-} 
let published by the Bank of New ¥ ork} 
to convey briefly the history of stock} 
transfers. It moves swiftly from the} 
earliest sale of Hudson’s Bay Company 
stock in 1673 to the services and pro} 
tections offered the modern investor by! 


a bank’s corporate trust departmen 
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Trust Business BiGGest EVER 


Survey of 1956 Bank Reports Reveals Record Highs 


in Assets and Gross Earnings 


OTH THE AMOUNT OF ASSETS UNDER 
B administration and the gross in- 
come of trust departments over the 
country made great strides in 1956, a 
survey of annual reports by TRUSTS AND 
Estates shows. Of 263 banks that gave 
information about their trust depart- 
ments, 231 said that trust assets had 
increased over the preceding year, and 
30 of these reached record totals. Only 
four said assets were lower than in 1955. 

Fewer banks report on trust depart- 
ment earnings, but of those who com- 
mented or gave figures, 122 said gross 
earnings were above 1955. Thirty-three 
of these attained an all-time high. Only 
seven reported gross earnings lower 
than the year before. 


Employee retirement and _ welfare 
funds were a major source of increased 
business. No less than 69 banks com- 
mented on the increase in their pension 


) and profit sharing accounts, citing both 


the addition of new customers and the 
expected increase of contributions to ex- 
isting funds. Ten trust departments 
stated that they had in operation special 
pooled investment funds for this type of 
account, 

Estate planning came in for frequent 
mention both as a source of immediate 
new business and for building up the 
will Sle. Many spoke of maintaining or 


improving their relations with the Bar 
and with life underwriters and account- 
ants and others commented on a wider 
range of public relations activities di- 
rect toward the building of a constant 
flow of new business. The following are 
representative excerpts of this nature: 


“As has been an annual custom for 
some years past, the officers of the 
Trust Department had as their guests 
for a one-day ‘seminar’ the senior law 
classes of the University of Alabama.” 
—Birmingham Trust National Bank. 


“During the past year we have been 
impressed again with the amount of 
new business directed to our bank by 
our shareholders.” (Typical of 
many observations about directors, 
stockholders and commercial banking 
officers) Bank of America N.T.&S.A., 
San Francisco. 


“This emphasis on sales develop- 
ment was carried forward in 1956 
against a background of a more in- 
tensive business promotion program 
specifically designed to be a part of 
and an aid to the sales effort. It in- 
cluded continued use of television ad- 
vertising in Chicago and increased use 
of newspaper advertising space in 
Chicago and downstate ... To this 
were added film showings, talks be- 
fore customer organizations and com- 
munity groups, Company conducted 
classes for senior law school students 
and practicing attorneys, and a con- 
tinuous flow of Company publica- 
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tions.” — Chicago Title & Trust Co. 


“Trust officers enjoyed friendly 
working relations with area attorneys 
and life underwriters. In addition, an 
increasing number of non-profit edu- 
cational, welfare and religious groups 
were attracted to the department’s 
property - management services.” — 
National Bank & Trust Co., South 
Bend, Ind. 


“We sponsor a will writing contest 
at the University of Louisville Law 
School. . .” — Citizens Fidelity Bank 
& Trust Co., Louisville, Ky. 


“Active cooperation with attorneys, 
life underwriters and accountants in 
estate planning contributes to the 
number of these appointments.” — 
Mercantile-Safe Deposit & Trust Co., 
Baltimore, Md. 


“Gratifying results have come 
from the emphasis which we have 
placed on the extension and develop- 
ment of estate planning. Although im- 
mediate business is obtained through 
this activity, its greatest value is in 
the large backlog of future business 
which is being built up, assuring a 
steady flow of new business in the 
years ahead. An important seg- 
ment of the trusts managed are ac- 
counts which benefit charities. . .” 
Boston Safe Deposit & Trust Co. 


“The continued expansion of our 
activities in the Pension and Profit- 
Sharing fields, and in varying types 
of Investment Management or Custo- 
dian relationships, has been particu- 
larly noticeable. Much of this business 
has been generated by our Commercial 





trust department funds 
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Ten year history of Stamford Trust Co. 
Trust Department. 
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Department connections.” — Trades- 
mens Bank & Trust Co., Philadelphia. 


Women’s Finance Forums were re- 
ported by a number of banks, three of 
them commenting that the speakers 
were their own officers. The first forum 
ever to be presented in Oklahoma City 
was sponsored by Liberty National Bank 
& Trust Co. On the other hand, Ken- 
tucky Trust Co., Louisville, conducted 
its sixth consecutive annual forum, in- 
dicating that the value of these events 
can continue over many years. 


Tables of trust department statistics 
present a feature of reporting convenient 
for the reader and all too seldom used. 
Among the reports covered this year, 
the 1955 and 1956 dollar diversification 
of trist assets was given in tabular form 
by Worcester (Mass.) County Trust Co. 
The number of accounts and the total 
dollar value were given for each type of 
fiduciary appointment by First National 
Bank of Nevada, Reno. The book value 


of assets, the annual income collected 


TABULATION OF TRUST DATA IN ANNUAL 


Code: 


+ = Increase over last year; 


Bank 


ALABAMA 
Birmingham Tr. Nat. Bk. 
First Nat. Bk. Montgomery 


ARIZONA 
First Nat. Bk. 
Valley Nat. 


CALIFORNIA 
California Bk., L. A. i eee ha 
Citizens Nat. Tr. & Sav. ‘Bk. 2 ae 
Security-First Nat. Bk., L. A. 
Title Insurance & Tr. Co., L. A. 
Citizens Nat. Tr. & Sav. Bk., Riverside : 
County Nat. Bk. & Tr., Santa Barbara 
First Nat. Tr. & Sav. Bk., San — 
Bank of California, N.A., S. F. 
American Tr. Co., S. F. Se 
Bk. of America, N.T. & S. ‘ ‘Ss. F. 
Hibernia Bk., S. F. ate 
Wells Fargo Bk., S. F. 


COLORADO 
Central Bk. & Tr. Co., Denver 
Colorado Nat. Bk., Denver _... 
Denver Nat. Bk., Denver : 
U. S. Nat. Bk., Denver 


CONNECTICUT 
Bridgeport-City Tr. Co. 
Bristol Bk. & Tr. Co. 
Greenwich Tr. Co. _... 
Connecticut Bk. & Tr. ca. “Hartford - 
Hartford Nat. Bk. & Tr. Co. Ns 
Meriden Tr. & Safe Dep. Co. 
New Britain Nat. Bk. 
First-Stamford Nat. Bk. & Tr. 
Stamford Tr. Co. Lee 
Brooks Bk. & Tr. Co., Torrington en eee 
Jerrioston Nat. Bk. & Tr. Co. —___ 
Colonial Tr. Co., Waterbury — 


DELAWARE 
Equitable Security Tr. Co., Wilmington __. 
Weuminuten aeust Gos 


of Ariz., Phoenix 


Bk.. Phoenix 


ae 
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— = Decrease from last year; * 
Figures before + or — represent millions of dollars; 


for customers, and the number of wills 
on file was noted for each of the last 
five years by Montclair (N.J.) Trust Co. 
The dollar value in each of the past 
three years for the major types of fidu- 
ciary appointments was reported by 


First National Bank, Mansfield, Ohio. 


A unique presentation of the typical 
events of a single day in banking was 
presented by story and photographs in 
the report of Bank of California, N. A., 
San Francisco. This included sample 
activities of all departments, of officers 
and of the branches, giving the reader 
a remarkable picture of the diversity of 
bank operations — including the trust 
department. 


Good use of photos, large headings 
and concise reporting was made by First 
National Bank of Atlanta. A thoughtful 
review by the retiring chairman of the 
board and an excellent paragraph on the 
trust department were highlights of the 
brief but fine report of First National 
Bank & Trust Co., Kalamazoo, Mich. 


= Record high. 


Gross 
Earnings 


Volume of 
Personal Trusts 


Living Trusts 
& Agencies 
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Particularly good layout and simple |.ut 
effective use of color featured the *e. 


port of First Camden (N.J.) National J 
which included on f 
its trust department page a list of some f 
of the “unusual duties in administering | 


Bank & Trust Co., 


estates and trusts” recently undertaken 
Excellent sections on the trust depart- 


ment and personnel appeared in the re- | 
port of Princeton (N.J.) Bank & Trust | 
Co. Remarkably complete trust depart- 


ment reporting was a feature from Gi- 


rard Trust Corn Exchange Bank, Phila- |) 


delphia. A very neat, attractive 
readable job was done by First Nationa 
Bank, Greenville, S. C. And among the 
outstanding reports of the entire nation 
was that of Fort Worth National Bank. 
These are but a few of the many fine 
features in bank and trust reporting this 
year. 

The story of the continuing growth of 
the trust business follows in tabular 
form, and further features from annual 
reports will appear in subsequent issues. 


REPORTS 


% or millions of dol'ars. 
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p Dis! RICT OF COLUMBIA 
- er. Security & Tr. Co. __. 
N Metropolitan Bk. of Wash. - 
aoe iS 2r: Ge: 
Riggs Nat. Bk. _. 
Union Tr. Co. of D. c. 


| LoRIDA 
Barnett Nat. Bk., Jacksonville 
Firt Nat. Bk., Miami 
Bk. of Melbourne & Tr. Co. 
» First Nat. Bk., Orlando 
| Firt Nat. Bk., Winter Park 
i 
| 
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| GEORGIA 

First Nat. Bk., Atlanta 

Fulton Nat. Bk., Atlanta 

Georgia Railroad Bk. & Tr. Co., Augusta 


T. H. 
Hawaiian Tr. Co., Ltd., Honolulu 


ILLINOIS 
Amer. Nat. Bk. & Tr. Co., Chicago 
Chicago Title & Tr. Co. eee 
City Nat. Bk. & Tr. Co., Chicago 
Continental Ill. Nat. Bk. & Tr. Co., Chicago 
First Nat. Bk., Chicago . 
Harris Tr. & Sav. Bk., Chicago 
Lake Shore Nat. Bk., Chicago 
La Salle Nat. Bk., Chicago 
Northern Tr. Co., Chicago 
First Nat. Bk. & Tr. Co., Evanston 
Commercial Nat. Bk., Peoria 


INDIANA 
First Nat. Bk., Elkhart 
Old Nat. Bk., Evansville 
Amer. Fletcher Nat. Bk. & Tr. Co.. 

Indianapolis 

Indiana Nat. Bk., Indianapolis 
Merchants Tr. Co., Muncie 
National Bk. & Tr. Co., South Bend 
First Bk. & Tr. Co.. South Bend 
Terre Haute First Nat. Bk. 


IOWA 
Council Buffs Sav. Bk. 


KANSAS 
Commercial Nat. Bk., Kansas City 
KENTUCKY 
Citizens Fidelity Bk. & Tr. Co., Louisville 
Kentucky Tr. Co., Louisville 
Lincoln Bk. & Tr. Co., Louisville 
Liberty Nat. Bk. & Tr. Co., Louisville 


MAINE 
Eastern Tr. & Bk. Co., Bangor 
Merrill Tr. Co., Bangor 
Nat. Bk. of Commerce. Portland 


MARYLAND 
Fidelity-Baltimore Nat. Bk. 
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‘rust Department growth at Riggs 
National Bank. 
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Gross Volume of Living Trusts Estates & Pension & Common 


Earnings Personal Trusts & Agencies Will Trusts Profit Sharing Trust Fund 
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Robert C. Lee, trust officer of Chicago Title and Trust Co., discusses the importance of 
having a will at a meeting in the Woman’s Club of Evanston. Officers of the Company 
presented four programs for members of the club last winter on the general theme, 
“Property and its Protection.” This course of four programs is one of a series of such 
courses being offered by the Trust Company to women’s clubs in the Chicago area. 


(Photo from annual report.) 
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Bank 


Equitable Tr. Co., Baltimore 
Pit tat. Be. Baltimore — 


Maryland Tr. <., Baltimore 


Mercantile-Safe Dep. & Tr. Co., Baltimore 


Union Tr. Co. of Md., Baltimore 
MASSACHUSETTS 


Boston Safe Dep. & Tr. Co. 


Frist National Bk. | Boston _ 
Old Colony Tr. Co. § 

New England Tr. Co., Boston —..... 
Rockland-Atlas Nat. Bk., Boston 


Second Bk.-State Street Tr. Co., Boston 


U. S. Tr. Co., Boston _. 
Cambridge Tr. Co. 


North Adams Tr. = 


B.M.C. Durfee Tr. o., Fall | River Ss NNN 


Hadley Falls Tr. co. "'Helvoke eee 
Malden Tr. Co. _.. st a 
Newton-Waltham Bk. & Tr. Co. - 
Pittsfield Nat. Bk. 

Agricultural Nat. Bk., Pittsfield 
Springfield Safe Dep. & Tr. Co. 

Third Nat. Bk. & Tr. Co., ee . 
Union Tr. Co., Springfield 2 ; 


Mechanics Nat. Bk., Worcester 
Worcester County Tr. Co. 
MICHIGAN 


Bay Tr. Co., Bay City _... 

Detroit Bk. & Tr. Co., Detroit 
Manufacturers Nat. Bk., Detroit 
Nat. Bk. of Detroit a 
Genesee County Sav. Bk., Flint 
Mich. Nat. Bk., Grand Rapids 

First Nat. Bk. & Tr. Co., Kalamazoo 
Hackley Union Nat. Bk., Muskegon 


MINNESOTA 
Amer. Nat. Bk., St. Paul 


MISSOURI 
City Nat. Bk. & Tr. Co., Kansas City 
Commerce Tr. Co., Kansas City 
Union Nat. Bk., Kansas City 
Boatmen’s Nat. Bk., St. Louis 
Mercantile Tr. Co., St. Louis 


NEBRASKA 
Continental Nat. Bk., Lincoln 
Omaha Nat. Bk. 


NEVADA 
First Nat. Bk. of Nev., Reno 


NEW JERSEY 
First Camden Nat. Bk. & Tr. Co. 
Union Tr. Co., Elizabeth 
Citizens Nat. Bk., Englewood 


Peoples Tr. Co. of Bergen Co., Hackensack 


First Nat. Bk., Jersey City 

Tr. Co. of N. J., Jersey City 
Montclair Tr. Co. _. ee 
Burlington ong Tr. Co., Moorestown 
Morristown Te Co: 

Howard Sav. Inst., Newark _____ 
Nat. Newark & Essex Bkg. Co. __. 
Nat. Bk. of N. J., New Brunswick 
First Nat. Bk. & Tr. Co., Paterson - 
Plainfield Tr. Co. 

First Nat. Bk., Princeton 

Princeton Bk. & Tr. Co. 

Summit Tr. Co. 

Trenton Bkg. Co. 

Hudson Tr. Co., Union City 


NEW YORK 
Mechanics & Farmers Bk., Albany - 


Montgomery County Tr. Co., Amsterdam _.. 
Nat. Commercial Bk. & Tr. Co., Albany __.. 
Manufacturers & Traders Tr. Co., Buffalo - 


Marine Midland Corp., Buffalo _._. 


First Nat. Bk., Glens Falls 


Bankers Tr. Co., New York _. ve 
Bank of New York . 


Chase Manhattan Bk., New York 
Empire Tr. Co., New Mss Legh 
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Harvard Tr. Co., Cambridge —..................... 
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Bank 


Fiduciary Tr. Co., New York 
First Nat. City Bank U New York .- 
City Bk. Farmers Tr. Co. § 

Grace Nat. Bk., New York _... ; 
Guaranty Tr. Co., New York 

Hanover Bk., New York 

Irving Tr. Co., New York __ : 
Menufacturers Tr. Co., New York - 
Marine Midland Tr. Co., New York 

J. P. Morgan & Co., New York 

New York Tr. Co. 

U. S. Tr. Co., New York 

Central Tr. Co., Rochester 

Security Tr. Co., Rochester 
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SELECTED QUOTATIONS FROM BANK ANNUAL REPORTS 


“Two of the oldest trust accounts on 
our books terminated after 70 years of 
our continuous administration and ap- 
proximately $13,000,000 was distributed 
to various named charities.—First Penn- 
sylvania Banking & Trust Co., Phila. 

“In January 1956 the bank held its 
third annual two-day study seminar at 
Kentucky Lake with all officers and key 
employees in attendance ... The seminar 
won a merit award and bronze plaque 
from the Research Institute of America 
‘for a unique contribution to the develop- 
ment of executive skills in human rela- 
tions and manpower utilization.’” — 
First National Bank, Memphis. 

“The human element in banking is 
especially apparent in our Trust Depart- 
ment. Time and again we are reminded 
of the fact that Equitable Security looks 
after the interests and the welfare of 
individuals all the way from childhood 
through old age. Our helping hand is 
extended through entire lifetimes. Per- 
haps you need to grasp it only occasion- 


ally — but it’s there, all through the 
years, and there are folks who need 
that helping hand all the way .. .” 


(Following this in the Report are il- 
lustrative stories of services rendered 
at various ages of a lifetime) .—Equitable 
Security Trust Co., Wilmington, Del. 
“We take pride in the fact that we 
have never asked for extra compensa- 
tion for any estate which we have ad- 
ministered. It is gratifying that our 
earnings in that department are unusual 
for a trust department in so small a com- 
munity as in our banking area.’”—First 


National Bank & Trust Co., Kalamazoo, 
| Mich, 
“requently its Estate and Trust De- 
} pacment services lead individuals and 
organizations to use the facilities of 
oth r departments.” — Omaha National 
Bank. 


“he Trust department has often un- 
de aken unusual duties in administering 
es 1tes and trusts. Recently these have 
in uded: the profitable liquidation of a 
bu -iness and the creation of a trust of 
Su stantial size for the benefit of the 
Camden County Community Chest .. . 


A rit 1957 


the administration of a trust with the 
obligation to apply income for the bene- 
fit of the blind, incurable and crippled 
children, through selected charitable in- 
stitutions ... the disposal of a successful 
business under the terms of the will 
directing its sale to trusted employees 

. the orderly completion of contract 
obligations after the death of the owner 
of another business.”—First Camden (N. 
J.) National Bank & Trust Co. 


od 
——— 
“ad WSS 


== we 
SIS 
~< <S* — ——= 
———————" 
_—_ 
From report of First National Bank of 
Montgomery. 
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“No greater compliment can be paid 
to this department than to say that al- 
most without exception those who know 
it best, namely, the directors and officers, 
have designated Montclair Trust Com- 
pany in some capacity in their wills or 
are being served at this time.’”—Mont- 
clair (N. J.) Trust Co. 


“Tt is not difficult to recall prophecies 
which foresaw the disappearance of trust 
business altogether, as the result of 
heavy income and inheritance tax levies. 
Somehow or other that does not seem 
to have come about as the prophets 
thought.”—Summit (N. J.) Trust Co. 


“Although New York is one of the 
leading States in fiduciary work by banks 
and trust companies, the scale of com- 
pensation here is still inadequate, and 
is below those prevailing in about one- 
half of the other States. However, the 
recent increases should prove helpful 
in offsetting some of the rising costs of 
performing trust services.”—Guaranty 
Trust Co., New York. 


“The increased mechanization of our 
Trust Department divisions has enabled 
us to provide the services of this de- 
partment more economically to an in- 
creasing number of customers.”—Marine 
Midland Trust Co., New York. 


“Another important development (be- 
sides the growth of employes’ retirement 
plans) receiving the earnest attention of 
our trust officials has been the establish- 
ment by individuals and corporations of 
charitable foundations.”—Ohio Citizens 
Trust Co., Toledo. 


“Our corporate division has been se- 
lected on a number of occasions ... as 
the vehicle by which some of the largest 
corporate mergers ever recorded locally 
have been completed .. . In the field of 
labor management, our Trust Depart- 
ment has been chosen by some unions as 
the medium for the handling of their 
pension and welfare funds .. .”—U. S. 
National Bank, Portland, Ore. 


“As the result of negotiations in the 
steel and certain other industries, new 
forms of employee benefit plans have 
been developed known as Supplemental 
Unemployment Benefit Plans. They are 
designed to supplement state unemploy- 
ment benefit systems and call for the 
trusteeing of all or a portion of the re- 
serves set aside for this purpose. While 
business resulting from this development 
is not expected to assume the proportions 
of pension trusts, it will add materially to 
the activities of the department.’—Mel- 
lon National Bank & Trust Co., Pitts- 
burgh, Pa. 


“Assets under Trust Department 
supervision have been doubling every 
5-6 years as a result of the continuous 
influx of new accounts entrusted to the 
Department.” — Fort Worth National 
Bank, Texas. 


“The effect of inflation on invested 
trust funds has generally resulted in a 
sizable enhancement in their dollar value. 
However, the yields from sound invest- 
ments today are considerably below those 
of 25 years ago, and since in Virginia a 
trustee’s compensation is represented by 
a percentage of the income of a trust 
(5%), the reduced rate of income has 
largely offset the enhancement of prin- 
cipal values. At the same time inflation 
has caused costs of doing business to 
sizably increase, especially in the way of 
salaries and wages.”—Virginia Trust Co., 
Richmond. 
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ESTATE TAX 


Post-death partnership earnings in- 
cludible in decedent’s estate. Decedent 
had been member of law partnership to 
which he had made no capital contribu- 
tion. Partnership agreement provided 
that upon death of any one partner, 
partnership was to continue and de- 
ceased partner’s estate was to receive, 
for specified period of time, share of 
fees attributable to work completed after 
death on matters in process and matters 
upon which work was commenced and 
completed after date of death. Estate 
was not, however, to receive any pay- 
ment for good will or for any capital 
asset of firm. Commissioner included fair 
market value of this right in decedent’s 
estate. 


HELD: For Commissioner. Right to 
share in future income was valuable 
property right which passed from dece- 
dent to his estate. It was contractual in 
nature and constituted valuable chose in 
action to be included in gross estate. Est. 
of C. A. Riegelman v. Comm., 27 T.C. 
No. 101, Feb. 25, 1957. 


Legal life estate in surviving spouse 
with unlimited power of disposition does 
not qualify for marital deduction. Dece- 
dent bequeathed residuary estate to his 
wife for life, with unlimited power in 
widow to invade during her lifetime, but 
with remainders over to named legatees. 
Estate claimed marital deduction for 
value of bequest. Commissioner’s disal- 
lowance was upheld by Tax Court. 


HELD: Tax Court affirmed. Although 
no restraint is placed upon surviving 
spouse’s power to consume or dispose of 
principal of her life estate, power is not 
“unlimited power to invade” required in 
Regulations, since it did not include 
power to appoint corpus to herself as 
unqualified owner or to appoint corpus 
as part of her estate. This she could 
not do, because as long as any part of 
corpus remained, it would be held “in 
trust” for named remaindermen. Est. of 
E. F. Pipe v. Comm., 2nd Cir., Feb. 7, 
1957. 


Widower’s statutory share chargeable 
with federal estate taxes under Ohio law. 
Decedent died testate. Surviving spouse 
elected to take his statutory one-half of 
probate estate under Ohio law. Estate 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


claimed marital deduction for full half 
interest, without reduction for any por- 
tion of federal estate tax. Commissioner 
reduced deduction by pro rata amount 
of federal estate taxes. 


HELD: For Commissioner. Under 
Ohio law, amount of federal estate tax 
is to be deducted from value of estate 
before determining statutory one-half 
interest of surviving spouse. Est. of 
R. G. Jaeger v. Comm., 27 T.C. No. 105, 
Feb. 27, 1957. 


Final judgment in Tax Court consti- 
tutes bar to raising of same issues by 
same parties in separate proceeding. 
After judgment of Tax Court became 
final, Commissioner made assessment 
with interest. Action was brought by 
Commissioner in District Court to col- 
lect deficiency. In this proceeding, exec- 
utrix set up defense that certain inter- 
ests includible in estate were incorrectly 
valued by Tax Court. Therefore, she 
argued that interest on alleged defici- 
ency should not have been imposed. In 
addition, deduction for increased admin- 
istration expenses was claimed. Govern- 
ment contended there was no defense to 
action since basis of taxpayer’s claim 
had already been litigated. 


HELD: For Government. Parties in 
prior action were same as ones here. 
Claim litigated in Tax Court was matter 
of defendant’s estate tax liability, which 
again is identical to subject matter of 
defendant’s claim here. Final judgment 
on merits in prior action between same 
parties on same claim or demand is 
absolute bar to raising same matters in 
new proceeding. U. S. v. L. K. Herter, 
D. :C.,.S. D., N. Y¥., Feb. 21, 1957. 


Proceeds received for sale of land used 
to satisfy dower interest qualifies for 
marital deduction under Alabama law. 
Decedent died intestate. His personal 
estate was insufficient for payment of 
his debts. Pursuant to Alabama law ad- 
ministrator, with consent of widow, sold 
decedent’s lands and paid her amount 
equal to her dower interest in lands. 
Alabama law provides that widow’s 
dower interest amounts to life estate 
only. Marital deduction claimed for 
value of proceeds was disallowed by 
Commissioner. 


HELD: For estate. Widow had vested 


interest in proceeds. Amount set aside 
constituted property passing to widow,| 


Therefore, it qualified for marital de- 
duction under Alabama law. Crosby 1. 
U.S.; D. C.,. N. Ds, Wig. eb. £5; 1957. 


INCOME TAX 


Estate tax valuation upheld as basis 
for inherited stock later sold at substan. 
tial profit. In 1937 taxpayer inherited 
approximately 2% of stock of closely 
held corporation. For federal estate tax 
purposes stock was valued at $177.70 per 
share, after executors had _ contested 
higher valuation. In 1947 entire stock 
of company, including taxpayer’s inter- 
est, was sold to competitor at $900 per 
share. Taxpayer used basis of $892.9) 
per share, claiming that earlier estate 
tax value failed to accord due weight to 
company’s good will, actual value of net 
assets, and sale of all stock in 1947 at 
$900 per share. Deficiency was assessed 
based upon allowance of $177.70. 


HELD: For Commissioner. Basis of 
property acquired by inheritance is its 
fair market value, and value for estate 
tax purposes is deemed to be its fair 
market value at date of acquisition. 
Here taxpayer failed to rebut such prima 
facie proof of market value. Court fur- 
ther pointed out that Tax Court properly 
disregarded 1947 sales price in arriving 
at 1937 value, inasmuch as taxpayer 
only owned approximately 2% of stock, 
and purchase price of corporation in 
later year was related to competitor's 
peculiar interest during post-war boom. 
McEwan v. Comm., 2d Cir., Mar. 7, 1957. 


Death benefit paid to widow of corpo- 
rate executive held to be gift. Shortly 
after decedent’s death, company for 
which he had been employed made pay- 
ment directly to his widow of amount 
equivalent to one-half year’s salary. De- 
cision to make payment was reached by 
certain of corporation officers, based 
upon like policy in case of other officers 
and executives over past five years. Pay- 
ment was completely voluntary. It was 
never authorized by Board of Directors 
nor ratified by stockholders. Corpora- 
tion, in filing return, claimed amount as 
deduction from gross income. Widow in- 
cluded payment as taxable income on her 
return and later sued for refunc on 
ground payment was a gift. 
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EELD: For taxpayer. Payment consti- 
tuted gift to widow and not income. It 
was made completely voluntarily, and 
not pursuant to any binding plan. Dece- 
dent’s salary had been paid in full to 
date of death and widow had rendered 


+ no services to employer. It was paid to 


widow and not to estate. Widow had no 
legal or moral right to it. Payment con- 
stituted gratuity and not taxable income. 
I. T. 4027 to the contrary is rejected. 
Rodner v. U. S., D. C., S. D., N. Y. Feb. 
6, 1957. 


Widow-beneficiary is not transferee of 


cash surrender values of life insurance. 


Taxpayer widow was beneficiary of in- 
surance on life of her deceased husband. 
Decedent had retained right to change 
beneficiary and draw cash surrender 
values up to time of his death. Six years 
after decedent’s death, Commissioner de- 
termined widow was subject to income 
tax liability of husband as transferee of 
proceeds of policies, or alternatively, if 
not liable as transferee of proceeds, then 
as transferee of cash surrender values. 
Tax Court held for Commissioner. 


HELD: Tax Court reversed. Only per- 
son having right to cash surrender values 
was decedent. Upon his death there re- 
mained no cash surrender value. At that 
point taxpayer received something wholly 
different, namely, proceeds of insurance. 
Former was never property of widow, 
and latter were never property of dece- 
dent or his estate. Thus, taxpayer was 
never transferee of either. Stern v. 
Comm., 6th Cir., Feb. 26, 1957. 


Storm loss to be apportioned between 
life tenant and remainderman. Taxpayer 
was life tenant of residence and farm. 
She was not accountable for any waste 
committed on farm. Severe windstorm 
damaged property with most of damage 
confined to trees, shrubs and hedges. Full 
amount of loss was claimed. Commis- 
sioner disallowed deduction, except for 
amount expended to remove debris. 


HELD: For taxpayer. Taxpayer suf- 
fered injury to freehold interest and was 
entitled to deduction, notwithstanding 
fact that she was not accountable for 
waste. However, total damage represent- 
ed injury to both life estate and remain- 
der interest, and is to be apportioned by 
use of actuarial table in Commissioner’s 
Regulations. Bliss v. Comm., 27 T.C. No. 
93, Feb. 18, 1957. 


Income of revocable trust taxable to 
true grantor. Taxpayer purportedly made 
gift of bonds to his wife by endors- 
ing and turning them over to her. Some 
years later, as part of plan of liquida- 
tion. corporate assets were transferred 
to taxpayer as trustee for bondholders 
and stockholders. Trust was revocable 
upo written consent of taxpayer and 
any two of his three sisters, none of 


Aprin, 1957 


whom possessed substantial adverse in- 
terest to that portion which was under 
control and dominion of taxpayer. Pay- 
ments from trust were made by check 
to taxpayer. These payments, taxpayer 
contended, represented advances by his 
wife to himself under an earlier oral 
agreement. Commissioner taxed pay- 
ments to taxpayer as true grantor. Dis- 
trict Court upheld Commissioner. 


HELD: Affirmed. Evidence showed 
that no genuine gift had been effectu- 
ated and taxpayer was true grantor of 
bonds to trust. Trust being revocable, 
and since grantor maintained complete 
control over wife’s purported share of 
trust income, it was taxable to him. 
Goldsmith v. Strurr, 2nd Cir., Feb. 27, 
1957. 


REVENUE RULINGS 


Estate Tax: Estate deduction for in- 
come taxes paid on joint return filed by 
decedent’s estate and surviving spouse. 
Where income received by decedent prior 
to death is reported on joint return filed 
by executor of estate and surviving 
spouse, amount of income tax attribut- 
able to decedent’s income is that propor- 
tion of joint tax liability, determined for 
period covered by joint return, which 
(1) tax decedent would have been liable 
for if he had filed separate return for 
that period bears to (2) total tax lia- 
bility for which decedent and spouse 
would have been liable for if both 
spouses had filed separate returns for 
that period. 


Service rules that term “for that pe- 
riod” refers to fractional part of year 
that decedent was alive, and full year 
for surviving spouse. For example, as- 
sume for such periods on separate re- 
turns, decedent’s tax liability would 


have been $5,000 and that of surviving 
spouse for full year would have been 
$10,000. Tax liability on joint return is 
$12,000. Decedent’s share of tax would 
be computed as follows: 


$ 5,000 


$15,000 
Rey. Rul. 57-78, I.R.B. 1957-9, p. 17. 


x $12,000 = $4,000 


Estate Tax: New 3% per cent Treas- 
ury Certificate of Indebtedness of Series 
A-1958 and 3'4 per cent Treasury Notes 
of Series A-1960 not acceptable in pay- 
ment of taxes. Secretary of Treasury has 
invited subscriptions for new 3% per 
cent Treasury Certificates of Indebted- 
ness of Series A-1958 and 3% per cent 
Treasury Notes of Series A-1960. Both 
were issued in exchange for lower inter- 
est obligations maturing February 15, 
1957, March 15, 1957 and April 1, 1957. 


Service rules that income derived from 
certificates and notes is subject to all 
taxes imposed under 1954 Code. They 
are exempt from all taxation of princi- 
pal or interest thereof imposed by any 
State, or any possession of United 
States, or any local taxing authority. 
They are not, however, acceptable in 
payment of taxes. Special Announcement, 
I.R.B. 1957-8, p. 31. 

A. & ot 

@ Remuneration for top corporate ex- 
ecutives increased an average of 5.9% 
in 1955-6 as shown by the seventh an- 
nual survey of the American Manage- 
ment Association. The survey covered the 
salaries of 28,000 executives in 3,300 
U.S. and Canadian companies. The in- 
creases were recorded as of 1955 and in 
some cases as late as June 1956. Pay of 
middle management rose 5%, sales per- 
sonnel 3.5% and technical personnel 
8.6%. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 
The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 


check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Books 











Pension and Profit-Sharing Plans and 

Clauses 

Commerce Clearing House, Inc., 4025 W. Pet- 

ersen Ave., Chicago 30. 445 pp. $9.00. 

This extremely useful volume con- 
tains full texts and excerpts from plans 
which have met not only the test for 
tax qualification but conform with the 
pertinent requirements of the National 
Labor Relations Act, Fair Labor Stan- 
dards Act (e.g., overtime) and integra- 
tion with social security. The first sec- 
tion consists of 20 complete documents 
divided among profit-sharing, pension, 
thrift, broad coverage and _ unusually 
funded plans. Part two comprises speci- 
fic cluases from more than 300 plans, 
offering a choice of specimens on estab- 
lishing the plan, definitions, contribu- 
tions, payment of benefits, and ad- 
ministration. The book is a most welcome 
and needed addition for the pension plan- 
ner’s library. 


1957 R & R Tax Handbook 


Insurance Research & Review Service, 123 W. 

North St., Indianapolis; 209 pp. $1.75. 

The new edition of this handy guide 
gives answers to 231 Federal income, 
estate and gift tax questions on life in- 
surance and annuities. They reflect the 
final annuity, pension and profit-sharing 
regulations and the proposed estate tax 
regulations, as well as recent administra- 
tive and judicial rulings. 


The Lawyer’s Treasury 


Edited by EUGENE C. GERHART. Bobbs- 

Merrill Co., Inc., Indianapolis; 520 pp. $7.50. 

Here is a collection of 46 of the 
best articles which have appeared in the 
American Bar Association Journal dur- 
ing its first forty years. Selected by the 
Board of Editors, they were authored 
by such noted personalities as Charles 
Evans Hughes, John W. Davis, Newton 
D. Baker, Nicholas Murray Butler, Gen. 
Dwight Eisenhower, Roscoe Pound, John 
H. Wigmore, Arthur T. Vanderbilt and 
Harold R. Medina. Whether lawyer or 
not, one will find many pleasurable hours 
in reading these masterpieces of litera- 
ture on the broader aspects of law and 
society. 


The Beneficiary in Life Insurance 


Edited by DAN M. MCGILL. Richard D. Ir- 

win, Inc., Homewood, Ill. 314 pp. $5.00. 

The delay in noting this book, pub- 
lished last fall, is not any indication of 
lack of regard for the quality of the 
text. A revised edition of one of the most 
popular volumes ever published for the 
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S. S. Huebner Foundation for Insurance 
Education, it represented the contribu- 
tions of a dozen leaders in various areas 
of the field. Among the topics of special 
interest to this audience are the designa- 
tion of trustees as beneficiary, rights of 
creditors, use of settlement options in 
business liquidation cases, and taxation 
of living and death benefits under poli- 
cies. 


Life Insurance Settlement Options 


HARRY S. REDEKER and CHARLES K. 
REID, II. Little, Brown & Co., Boston. 248 
pp. $5.00. 


Whereas other material on this sub- 
ject has primarily emphasized “how to 
use the guaranteed income rates under 
options for the purely mathematical 
process of determining how far present 
insurance will go and how much new 
insurance may be needed,” the treatment 
here, according to the authors, is that 
“of following through to put into effect 
a coordinated plan of actual disburse- 
ment for life insurance proceeds.” After 
tracing the development of options and 
the essential steps in life insurance 
programing, the book explains the varia- 
tions in company practices and the legal 
aspects of options, including such mat- 
ters as common disaster and the pros 
and cons of insurance trusts. Discussion 
of income, estate and gift tax aspects 
occupies better than 30 pages. Finally, 
the principles outlined are applied to a 
typical family situation. 


Alexander’s Federal Tax Handbook 
1957 
Edited by ROBERT M. MUSSELMAN. Mich- 
ie Co., Charlottesville, Va. 1214 pp. $20. 
Now in its 21st edition, this standard 
text is unique in that it is a complete 
one-volume reference on all Federal taxes 
— income, estate, gift, social security, 
withholding, excise and miscellaneous. 
It does not pretend to be an exhaustive 
analysis of any subject but for a quick 
guide to the myriad tax questions in 
everyday tax practice it is unsurpassed. 
The last chapter highlights methods of 
tax planning and control, personal as 
well as business. 


The Economic Almanac 1956 


THOMAS Y. CROWELL CO., 432 Fourth 
Ave., New York 16. 688 pp. $3.95. 


This 13th edition of the Economic Al- 
manac, prepared by the National Indus- 
trial conference Board, is designed to 
present compactly and conveniently the 
latest, most significant and trustworthy 
statistical and other data useful to busi- 
ness executives and others concerned with 
current economic problems. Much new 
data will be found on consumer credit; 
saving and liquid assets of individuals; 
federal state and local finance; popula- 
tion; stock ownership; central bank re- 
serves; and international economic rela- 
tions. A greatly expanded section on Can- 


ada presents a much more complete jp c- 
ture of developments there, and its use 
is aided by a separate index. 


ARTICLES 


Symposium on Estate Planning 


University of Florida 
(Gainesville; $2.00). 


Law Review, Winter 

The entire issue of some 180 pages is 
devoted to various aspects of estate plan- 
ning under the fellowing titles: Devel- 
opment and Implementation of An Estate 
Plan (Kenneth Black and Sidney Ward), 
Conflict of Laws (Eugene Scoles), Role 
of Life Insurance (John Hammer), Dis- 
position of Business Interests (Boyd An- 
derson, Jr.), Dispositive Methods (Joel 
Daves III and Daniel Downey), Drafting 
Dispositive Provisions (D. H. Redfearn), 
Planning for Fiduciary Administration 
(Atwood Dunwody), and Affirmative 
Uses of Powers of Appointment (a note). 


Estate and Tax Planning for the 
Farmer and Businessman 
Supplement to Illinois Bar Journal, March (424 
So. Second St., Springfield $1.00). 

This is a compilation of six lectures 
presented last Fall by the College of 
Law, University of Illinois. Topics in- 
clude: Over-All Look at Estate Plan- 
ning (Austin Fleming), Joint Tenancies 
and Tenancies in Common (John Mann), 
Use of Inter Vivos Transfers (John 
Golden), Buy-Sell) Agreements, Intra- 
Family Annuities (Robert McDermott), 
Effect of Family Status (C. Terry Lind- 
ner), Pitfalls to be Avoided in Disposi- 
tion of Business Interests and in Crea- 
tion and Exercise of Powers of Appoint- 
ment (Norman P. Jones). 


Contesting a Will in the Face of a 
Forfeiture Clause 
HAROLD A. KERTZ. Georgetown Law Jour- 
nal, Winter (Washington, D. C.; $1.25). 
After discussing the validity of for- 
feiture clauses, the writer deals with the 
question of what constitutes a breach of 
the clause. The bulk of the comment is 
devoted to situations in which contest 
has been instituted in good faith and 
with probable cause. Uncertainty in re- 
sult can be eliminated only by strict en- 
forcement of all forefeiture clauses or 
their statutory invalidation. The author 
favors the former alternative. 


Testamentary Disposition of Tangi- 
ble Personal Property 

EDWARD M. DAVID. The Practical Lawyer, 

January (133 S. 36th St., Philadelphia 4; 

$1.25). 

Any doubt concerning the advisabil'ty 
of a separate disposition of tangible per- 
sonal property has been resolved in its 
favor by virtue of Section 662 and 663 
of the Internal Revenue Code. Specific 
distribution would involve no income ‘ax 
consequences to the legatee. The artile 
sets forth a number of clauses for © n- 
sideration. 
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Individual Life Insurance Policy Is- 
sued in Connection with Qualified 
Employee Trust 
ROBERT J. LAWTHERS. Taxes. March 
(4025 W. Petersen Ave., Chicago 30; 75c). 
The paradox between the income tax 

treatment of premiums paid by the 

employer and the estate tax treatment 
under the proposed regulations is de- 
plored by the author. He suggests that 


‘the treatment for both purposes should 
be consistent. 


OTHER ARTICLES 


Trustee and Trust Assets Outside 
Jurisdiction of Forum, Comment: Mich- 
igan Law Review, Jan. (Ann Arbor; 
$1.50) 

“State Action” and the Girard 
Estate Case (validity of charitable trust 
for “poor white male orphans), by Her- 
shel Shanks: Univ. of Pennsylvania Law 
Review, Dec. (3400 Chestnut St., Phila- 
delphia 4; $1.25) 

Methods of Terminating or Varying 
a Trust, by John Willcock: Journal of 
Institute of Bankers, Feb. (Lombard 
St., London E.C, 3, Eng.) 


Taxation of Gifts to Closely Held Cor- 
porations, Note: Yale Law Journal, Feb. 
(New Haven; $1.50) 


Disadvantages Accompanying IRS’ 
abandonment of Fixed-Formula Profit 
Sharing Plans, by Meyer M. Goldstein: 
Journal of Taxation, Mar. (147 E. 50th 
St., New York 22; $1.25) 

How to Plan an Executive’s Estate to 
Get Best Tax Treatment of Corporate 
Benefits, by Rolland F. Hatfield: Ibid. 


A Universal Wills Law: An Economic 
Necessity in an Atomic Era, by Edward 
J. Gould: American Bar Association 
Journal, Feb. (1155 E. 60th St., Chicago 


37; 75¢) 


Some Aspects of Basis and the Pro- 
posed Regulations, by Marvin A. Chirel- 
stein: Taxes, Mar. (4025 W. Petersen 
Ave., Chicago 30; 75¢) 


Availability of Deceased Partner’s In- 
come for Joint Tax Return, by Harold 
M. Hoffman: Ibid. 


Some Tax Problems in Making Gifts 
to or for Minors, by Byron E. Bronston: 
Illinois Bar Journal, Feb. (424 So. Sec- 
ond St., Springfield; $1.00) 


Contracts to Dispose of Property by 
Will, by Richard H. Radley: Ibid. 


Excessive Execution of Powers of Ap- 


pointment, by William M. James, Jr.: 
Ibid 


W ll Clauses to Cover Adopted Chil- 
dre, by Louis S. Hardin and Franklin 
E. Gill, Jr.: Ibid. 


Conflict of Laws and Exercise of 
Powers of Appointment, by Harrison F. 
Durand and Charles L. Herterich: 
Cor ell Law Quarterly, Winter (Ithaca, 
SN. \.; $1.50) 
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FRANCIS R. STARK, retired vice presi- 
dent and general counsel of Western 
Union Telegraph Co., bequeathed $5,000 
to his housekeeper if still in his employ 
at his death, otherwise $2,500. The bal- 
ance of his estate, other than $10,000 
to Catholic Charities and personal ef- 
fects to cousins, is divided one-fourth 
each to Columbia and Fordham Universi- 
ties and one-half among the living child- 
dren of a late uncle. If a named cousin 
is deceased his share is to be divided 
between his wife and children as on in- 
testacy; if another is deceased her share 
passes to Catholic Charities. Chase Man- 
hattan Bank of New York was named 
sole executor. 


STEWART McDONALD, Federal Housing 
Administrator from 1935 to 1940 and 
former president and chairman of Mary- 
land Casualty Co., stated in his will that 
he had discussed with his wife her right 
of election to take against his will and 
in view of the financial independence of 
her children, he had concluded it was 
“to her best interests to dispose of the 
residue of my estate in trust for her 
partial benefit in accordance with the 
applicable laws of the State of New 
York.” Thus, all of the estate except 
personal effects and a legacy of $7,500 
to a friend is placed in trust, the income 
to be divided between Mrs. McDonald and 
the testator’s daughter as they shall ad- 
vise the trustee in writing, but the 
daughter is not to receive less than her 
stepmother. If they fail to agree on a 
division, the trustee is to pay the in- 
come to them equally. 

On the widow’s death, the daughter 


will receive all the income but if the 
latter dies first one-half the income will 
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be paid to Mrs. McDonald and the other 
half to the daughter’s issue, or if none 
to her estate or her distributees when 
the personal representative has been dis- 
charged. Upon the death of wife and 
daughter, the fund will be divided into 
shares for the daughter’s children, those 
of surviving issue to be held in trust to 
pay them income and principal if needed 
to age 21, those of deceased children to 
be paid outright to their issue. By codicil, 
Mr. McDonald added Bankers Trust Co. 
of New York as co-executor with his 
wife, daughter and the friend, and sub- 
stituted Bankers as trustee for the ori- 
ginally named fiduciary. 


MorTIMER L. BURBANK, chairman and 
former president of Rhode Island’s larg- 
est department store, the Outlet Com- 
pany, left all but $18,000 of his estimated 
$315,000 estate outright to his wife. Leg- 
acies of $5,000 go to each of three chil- 
dren, whose spouses receive $1,000 apiece 
if at the testator’s death they are “liv- 
ing in the wedded state.” Detailed alter- 
native dispositions of the estate were 
made in the event Mrs. Burbank and the 
children did not survive, but as they did 
they are requested by the will “to suit- 
ably care for” Mr. Burbank’s brother 
as long as he lives. Industrial National 
Bank of Providence and the widow were 
named co-executors. 


THEODORE SELTZER, president of the 
company that manufactures Baume Ben- 
Gay, appointed Commonwealth Trust Co. 
of Union City, N. J., co-executor . 
FRANK D. Layton, former president of 
the National Board of Fire Underwriters 
and of National Fire Insurance Co., 
named Connecticut Bank and Trust Co. 
of Hartford co-executor. 





Transfers and Leasebacks to Trusts: 
Tax and Planning Considerations, by G. 
L. Cohen: Virginia Law Review, Jan. 
(Clark Memorial Hall, Charlottesville; 
$2) 

Tax Procedures for the Executor; A 
Check List of Returns, Elections, Lia- 
bilities, by Byron E. Bronston: Journal 
of Taxation, Feb. (147 E. 50th St., New 
York 22; $1.25) 


Some Common Problems in Drafting 
Dispositive Provisions of Donative 
Transfers, by W. Bryan Bolich: North 
Carolina Law Review, Dec. (Chapel 
Hill; $1.25) 


SHAW’s ALPHABET No HIT 


George Bernard Shaw’s bequest for 
the creation of a new English alphabet 
with one sound only per letter was over- 
ruled recently by the High Court in 
London. The court said that the alphabet 
project would require a change in the 
law of the land, and was therefore im- 
practical and invalid. Mr. Shaw speci- 
fied that if the project failed, the residue 
of his estate — now worth $2,004,800 — 
should go to the British Museum, the 
Royal Academy of Dramatic Art, and the 
National Gallery of Ireland. 
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ASSETS — Administration — When 
Administrator is Chargeable with 
Interest on Undistributed Assets 


Massachusetts—Supreme Judicial Court 


Sullivan v. Sullivan, 1957 A.S. 71; Jan. 10, 


1957. 


Among the various questions arising 
on the filing in 1953 of the first and 
final account of Gilbert as administrator 
of his father’s estate was the matter 
of charging him interest on undistributed 
assets. The father died in 1930, and the 
account covered the period April 18, 
1930 to May 8, 1931. The estate consisted 
of cash and bank deposits, about $15,000, 
collectible mortgages of $9,400 and three 
parcels of real estate, totalling about 
$45,000. The heirs were four children, 
Gilbert, Richard, Helen and Mary, the 
latter two appellants. Cash of $7,000 was 
distributed to Richard in 1931. In 1937 
one foreclosed property was conveyed to 
Mary at a value of $7,000 as partial dis- 
tribution. In 1952 one of the parcels of 
real estate was conveyed to Helen as 
part of her share. 


The appellants objected to the failure 
of the probate judge to charge the ad- 
ministrator with interest on undis- 
tributed assets. 


HELD: An administrator is ordinarily 
not chargeable with interest on money in 
his hancls unless he has received interest 
or benefit from it or has unreasonably 
detained it. In this case there had been 
unreasonable delay and the appellants 
had not acquiesced in it, since they had 
demanded their shares in 1933. The mat- 
ter must be referred back to the probate 
judge to determine when the administra- 
tor might have made _ distribution, 
whether he used any of the assets for 
his own benefit, how much he spent for 
the benefit of the appellants and the 
widow, and other facts necessary to a 
determination of the issue. 


NOTE: The opinion contains a very 
comprehensive discussion of the princi- 
ples governing the charging of interest. 


CLarms — Action for Wrongful Death 
Lies Although Defendant May Par- 
ticipate in Recovery 


Pennsylvania—Supreme Court 
Fisher v. Dye, 386 Pa. 141. 


In this case of first impression, the 
Court held that in action for wrongful 
death by the personal representative un- 
der Section 601-3 of the Fiduciaries Act, 
the fact that the defendant in such ac- 


418 





tion may participate in the proceeds of 
any recovery (as an heir or legatee) is 
not ground for denial of recovery in the 
trial court. The sole question in the trial 
court is whether the estate is entitled to 
recover the loss it sustained by reason 
of decedent’s death; it is only in pro- 
ceedings in the Orphans’ Court that the 
proper distribution of the proceeds of any 
recovery can be determined, and there- 
fore the question of whether defendant 
would be entitled to participate in such 
recovery must wait for determination 
until such proceedings have been proper- 
ly instituted and conducted. 


CONFLICT OF LAws — Trust Not In- 
valid Because of Reservations in 
Trustor — Validity Determined by 
Law of Situs 


Delaware—Supreme Court 
Lewis v. Hanson, 128 A. 2d 819. 


Decedent, in 1935, while a resident of 
Pennsylvania, executed an instrument 
naming herself “trustor” and Wilming- 
ton Trust Co., a Delaware Corporation, 
“trustee,” and simultaneously trans- 
ferred to the trustee specific securities 
referred to as the “trust fund.” The in- 
strument provided that the trustee 
should pay the net income to decedent 
for life and, upon her death, should 
transfer the trust fund, free from the 
trust “unto such person or persons... 
as trustor shall have appointed by the 
last instrument in writing which she 
shall have executed and delivered to 
trustee,” and in default thereof ultimate 
disposition was to be made to “then liv- 





ing issue of trustor.” The instrument 
reserved to the trustor: (1) the righ® to 
all of the net income for life; (2) the 
right to amend or revoke the agreement 
in whole or in part; (3) the right to 


change the trustee; and (4) the right tof 
name and change an investment adviser} 


In 1949 and 1950, while a resident of 


Florida, decedent executed instruments 
purporting to exercise her power of ap-} 


pointment, and delivered them to the 
trustee. She died in Florida in 1952; her 
will was probated there and _ plaintiff 
then qualified as executrix. Wilmington 
Trust Co. subsequently made distribu- 
tion of the “trust fund” in accordance 


with the provisions of the 1949 and 1950} 


instruments. 


In January 1954 a declaratory judg. 
ment action was brought in Florida by 
residuary beneficiaries under decedent's 
will to determine what passed under the 
will and the authority of the executrix 
over the assets held by Wilmington 
Trust Co. under the 1935 agreement. 
None of these assets was ever held or 
administered in Florida, and the trustee 
was not personally served and did not 
appear. The Florida court concluded that 
the 1935 and 1949 instruments were 
testamentary in character and _ invalid 
because not subscribed by two witnesses, 
but that the Trustee was not controlled 
by this decision. 


While the matter was before the Flor- 
ida court, plaintiff, as executrix and 
trustee under decedent’s will, brought an 
action for declaratory judgment in the 
Delaware Court of Chancery to deter- 
mine who was entitled to distribution of 
the assets held under the 1935 agree- 
ment. The Delaware Court of Chancery 
held: 


(1) Neither the doctrine of res judi- 
cata nor of collateral estoppel applied to 
rest the decision of the validity of the 
1935 instrument on the incidental deter- 
mination of the Florida court. Since the 
purported trust was created in Delaware 
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and since the assets were held by the 
trustee in Delaware, the “home” of the 
trust is in Delaware and its validity 


‘must be determined by the laws of 
| Delaware. 
(2) Under Delaware law the 1935 


| agreement created a valid trust and the 


1949 and 1950 instruments constituted 
valid exercises of the reserved power of 
appointment. The reservations in the 
1935 instrument, including the reserva- 
tions of investment powers (a matter of 


| frst impression), were not such as to 


constitute the arrangement thereunder 
an agency and not a trust. Furthermore, 
the default provisions of the 1935 instru- 
ment created then existing interests. 
subject to defeasance, thereby preclud- 
ing the application of the principle that 
if no interest passes to the beneficiaries 
before the death of trustor, the intended 
trust is testamentary. 


Meanwhile an appeal was taken to the 
Florida Supreme Court which affirmed 
that portion of the decree of the lower 
Florida Court adjudging the invalidity 
of the trust and the exercise of the power 
of appointment and reversed that por- 
tion of the decree holding that Florida 
had no jurisdiction over trust companies 
located in Delaware. While this appeal 
was pending, an appeal from the judg- 
ment of the Delaware Court of Chan- 
cery was taken to the Delaware Supreme 
Court which, in the course of its pro- 
ceedings, had before it the decision of 
the Florida Supreme Court. 


HELD: (By the Supreme Court of 
Delaware) Judgment of Court of Chan- 
cery on the fiduciary questions outlined 
above affirmed. Further, the judgment of 
the Florida Supreme Court was not en- 
titled to full faith and credit and the 
public policy of Delaware precluded its 
courts from giving any effect at all to 
the Florida judgment of invalidity of the 
1935 trust. 


DISTRIBUTION — Common Disaster 


Clause Did Not Vary Statutory 
Rule 


Ohio—Court of Appeals—Hamilton County 
Weir v. Weir, 139 N.E. 2d 361. 


Weir’s will left the residue of his 
property to his wife, provided that if 
the wife should predecease him or if they 
should both die as the result of a com- 
mon accident the residue should go to 
testator’s brother. Weir died December 
8, 1955 and his wife died two days 
later, not, however, as the result of a 
‘common accident. Ohio Revised Code 
Section 2105.21 provides: 


When there is no evidence of the order 
in which the death of two or more persons 
occurred, no one of such persons shall be 
presumed to have died first and the estate 
of each shall pass and descend as though 
he had survived the other. When the sur- 
vi\ing spouse or other heir at law, legatee 
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or devisee dies within thirty days after the 

death of the decedent, the estate of such 

first decedent shall pass and descend as 
though he had survived such surviving 
spouse, or other heir at law, legatee or 

devisee. * * * 

“This section shall not apply in the case 
of wills wherein provision has been made 
for distribution of property different from 
the provisions of this section. * * *” 

The question was whether the will did 
make provision for distribution of prop- 
erty different from the provisions of 
Section 2105.21. 

HELD: Testator’s intention clearly 
was that if his wife were not in being to 
benefit from his estate, the property 
should go to his side of the ! .use and 
to those of his own choice, so as not to 
include his wife’s heirs, an intention en- 
tirely consistent with the purpose of the 
statute. To provide a distribution differ- 
ent from the statute, the testator must 
provide that the surviving spouse, other 
heir at law, legatee, or devisee, though 
dying within thirty days, shall take un- 
der the will, or use language showing an 
intent to permit distribution in their 
estates either by will or by the law of 
descent and distribution. No such langu- 
age or intention appearing, there is no 
provision for distribution different from 
the statute; the statute applies and, ac- 
cordingly, the residue will pass to the 
brother. 


DISTRIBUTION — Where Estate has 
Appreciated Widow’s Share is 
Determined as of Date of Distribu- 
tion 

Massachusetts—Supreme Judicial Court 
Brayton v. Stoughton, 1957 A.S. 137; Jan. 30, 
1957. 

Decedent died in 1942, intestate. The 
widow was appointed administratrix, but 


owing to illness and death of her counsel 
did not complete the settlement of the 
estate. She died in 1954, without having 
filed either an inventory or an account. 
The question at issue arose on a petition 
for distribution filed by the administra- 
tor d.b.n. The net estate as of the date 
of death after the payment of debts was 
$10,769 of which the widow was entitled 
(under the then statute) to $5,000 and 
half the balance, or a total of $7,884, 
and the heirs to $2,884. On a percentage 
basis this gave the widow 73% of the 
estate. During the period of her admin- 
istration, however, the estate increased 
in value to $29,482, of which she used 
$14,581 for living expenses. 


The probate judge decreed that the 
73% applied equally to the estate at the 
date of distribution, which would give 
the widow $21,581, less what she had 
spent, and to the heirs $7,901. The heirs 
appealed, claiming that the shares should 
be determined as of distribution date. 


HELD: The heirs were right. The 
shares must be determined as of the 
date of distribution. In normal cases 
where distribution takes place in ap- 
proximately a year, the widow would 
take $5,000 and half the balance. Sub- 
sequent appreciation would benefit her, 
not as to the $5,000, but as to her inter- 
est in the excess above that amount. Ac- 
cordingly the decree for distribution 
should not give her any increase on her 
$5,000 but only as it accrues to her as a 
recipient of half the remainder. 


INSURANCE — Life — Will Created 
Trust of Estate but Not of Insur- 
ance 


Texas—Court of Civil Appeals 
Thatcher v. Conway, 296 S.W. 2d 709. 


Testator left a holographic will in the 
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form of a letter to his four-year-old son, 
Gary. Testator owned certain real and 
personal property, and, in addition, was 
the insured under three policies of in- 
surance totaling $5,000, payable to Gary. 
The will stated that everything, except 
$2.00 to each of three other children, 
was for Gary but would go to a Mr. 
and Mrs. Conway, as “guardian,” to be 
used for “a good education” and “as 
they think best for you.” The will fully 
described the insurance polices and 
stated that it was “authority” for the 
Conways “to collect all money from in- 
surance policys.” 


Gary’s legal guardian was his mother, 
testator’s divorced wife. She claimed 
that no trust was created by the will 
and no trustees were appointed, and 
that the life insurance proceeds were 
payable to her as guardian for the 
named beneficiary. 


HELD: The will created a trust and 
appointed the Conways as trustees. In- 
tention to create a trust was clear al- 
though several terms were incorrectly 
used, including the word “guardian” 
when “trustee” was meant. Although no 
definite term for the trust was stated, 
it was clearly for the care and educa- 
tion of the minor son and the trial 
court’s judgment was reasonable which 
held the trust was to terminate when 
the minor completed his education or 
attained his majority. 


However, the attempt by will to cause 
the proceeds of the life insurance poli- 
cies to be paid to the trustees was in- 
effective. Upon testator’s death, the pro- 
ceeds became the property of the insur- 
ance beneficiary and were payable to his 
legal guardian. 


‘Livinc Trusts — Transfer of Res 
Unnecessary Where Settlors and 
Trustees Were the Same 


Missouri—Supreme Court 
Turner v. Mitchell, 297 S.W. 2d 458. 


Two brothers, who owned between them 
most of the shares issued by a news- 
paper company, decided to transfer their 
holdings to a trustee in order to assure 
continued family ownership and man- 
agement of the company. The settlors 
themselves were to be the income bene- 
ficiaries for twenty-one years, after 
which their respective wives became life 
tenants, the remainder being equally 
divided among the sons of the settlors. 
The trust agreement was entered into 
in 1945, and both settlors died shortly 
thereafter. 


Their wives (who were successor trus- 
tees) could not agree on the management 
of the paper and finally in 1954 one of 
them took the position that the trust 
was void, and refused to abide by the 
trust agreement. Accordingly the other 
brought suit to have the trust declared 
valid. The trial court held that the trust 
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was valid, and the defendants appealed, 
urging several unusual propositions. 


1. The “trust agreement” was not a 
trust agreement at all, but merely a 
proposal as to the terms of a trust to be 
entered into in the future, since the 
verbs in the trust agreement were in 
the future tense, e.g. “the first trustees 
shall be,” and the instrument when pre- 
pared contained blank spaces for the 
insertion of the date of execution and 
the number of shares owned. 


2. The trust never came into being 
because the trust res was never trans- 
ferred to the trustees, one of the set- 
tlors never having endorsed his stock to 
the trust. 


3. The trust was void because one 
settlor had signed after the other had 
died and the trust had been altered. 


4. Since the trustees and the settlors 
were the same people the trust was 
void. 


HELD: Affirmed. 


1. The arguments enumerated first 
are illogical and opposed to common ex- 
perience. 


2. Under the terms of the agreement, 
it was unnecessary to have an endorse- 
ment. No transfer of the trust res was 
necessary since the settlors and the trus- 
tees were the same people. 


3. The trial court found the facts to 
be contrary to this contention. 


4. The trustees did not hold the en- 
tire beneficial interest because there were 
life estates and remainders outstanding. 


LIVING TRusTs — Transfer of Stock 
Created Trust Rather than Out- 
right Gift 


Minnesota—Supreme Court 
In re Trust of Bush, decided Feb. 15, 1957. 


In 1937 Bush made outright gifts of 
shares of stock in the company of which 
he was an executive to his nieces and 
nephews. One of his nieces, Audrey, 
shortly thereafter sold her stock. In 1941 
and in 1942, he had additional shares 
transferred to her but did not have the 
certificates delivered to her. He wrote 
her in 1942 informing her that he was 
having these shares “put away” for her, 
that he would keep the certificates and 
that the dividend checks would go to 
her. 

In 1945 the stock split two-for-one 
and the transfer agent sent Audrey 
the certificate for the additional shares, 
which she sold shortly thereafter. Bush 
then requested that the transfer agent 
deliver any certificates representing ad- 
ditional shares issued pursuant to future 
splits to him and this was done. When 
Audrey remarried, Bush sent her forms 
necessary to change the certificates to 
her new name. She signed them, and the 
new certificates were delivered to Bush 
at his request. 





Upon Audrey’s death in 1953, Eush 
had the certificates transferred bac): to 
his name. 


In proceedings involving only ‘he 
shares transferred in 1941 and 1942 and 
issued in a split in 1950, the district 
court, on petitions by Bush, confirmed 
his appointment as trustee of a trust 
which was held created by the 1942 iet. 
ter, allowed his account as trustee and 
discharged him. On appeal by the ad- 
ministrator of Audrey’s estate, 


HELD: Affirmed. 


(1) The evidence sustains the finding 
that Bush intended to create a trust 
rather than to make an outright gift. 


(2) The intended trust does not fail 
for lack of a separation between the legal 
title and the beneficial interest in the 
trust res. A bare transfer of stock on 
the corporation’s books and the issuance 
of a new certificate in the name of the 
transferee, all at the request of the 
transferor, does not of itself pass legal 
title to the transferee where the trans- 
feror takes and retains possession of the 
new certificate. 


(3) The fact that the trustee has dis- 
posed of the trust res does not prevent 
his having the trust qualified and his ac- 
counts settled in court. 


PENSION TRUSTS — Pensioner Not 
Entitled to Rely on Company’s Ex- 
plenatory Booklet 


United States District Court—Pennsylvania 
Gallo v. Howard Stores Co., 145 F. Supp. 909. 


In December 1950, defendant entered 
into a contract with an insurance com- 
pany by which the insurance company 
assumed direct liability, for the payment 
of pension benefits to employees. Plain- 
tiff applied for participation in defen- 
dant’s employees retirement plan and 
agreed to have his contributions deduct- 
ed from his wages. In June 1952, the 
defendant issued a booklet describing 
the plan in layman’s language, and re- 
ferred to early retirement at age 55 
after 15 years service. It did not say 
that the Master Contract required the 
employer’s consent to early retirement 
and it did not set forth the benefits pay- 
able on early retirement. 


In November 1952, plaintiff announced 
his intention to retire and the defendant 
then informed him by letter that its con- 
sent was required. Sometime after the 
receipt of the letter, plaintiff quit. The 
jury found that plaintiff was justified in 
believing the booklet constituted a con- 
tract between him and the defendant, 
and that he retired under the justifiable 
belief he was entitled to a pension. As 
sessment of damages was left to the 
Court. On motions for judgment by both 
parties, 


HELD: For defendant. This was 4 
tripartite contract which plaintiff made 
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the booklet constituted a new contract 
between him and the defendant. There is 
no equitable estoppel involved because 
when plaintiff quit he had the letter 
stating that defendant’s consent was re- 
quired. His severance came when he quit 
and not when he announced his intention 
to do so. On the theory of tortious mis- 
representation, plaintiff might be entitled 
to recover the amount of deductions from 
his pay between the distribution of the 
booklet and the date he quit, with in- 


terest at 6%. However, he made no 
claim for this. 
PERPETUITIES — Condition of Sur- 


vivorship Violates Rule 
New York—Supreme Court, N. Y. Co. 
Matter of Phelps, 159 N. Y. S. 2d 55. 


The income of a living trust was pay- 
able to the settlor’s wife during her life 
and then to the settlor’s son during his 
life. The son had a general testamentary 
power of appointment over principal. By 
his will the son gave one-third of his 
residuary estate, including the appoin- 
tive property, to his wife but the bequest 
was conditiened on the son’s wife sur- 
viving him for 20 days, which she did. 
Does the condition of survivorship vio- 
late the rule against perpetuities? 
HELD: The trust having subsisted for 
two lives at the son’s death, the power 
of alienation could not be suspended 
further. The direction that one-third of 
the appointive property be held for a 
futher period of 20 days would suspend 
the power of alienation beyond the per- 
missive period. The bequest to the wife 
is void; the appointive property passes 
in default of appointment to the son’s 
“next of kin” as determined by the in- 
srument creating the trust. 

Nore: If it were held that the require- 
ment of survivorship was a condition 
subsequent, the rule would nevertheless 
be violated, but the condition might be 
lisregarded and title vested in the ap- 
bointee free of the condition. 
PERPETUITIES — Future Interests 
Held Valid by Application of Doc- 
trine of Separate Gifts to Separate 
Members of Class 


Massachusetts—Supreme Judicial Court 


Second Bank-State Street Trust Co. et al, 
extrs. v. Second Bank-State Street Trust Co., 
trustee, 1957 A.S. 231; Feb. 6, 1957. 


Bil! in equity by the executors under 
the will of Allen Forbes against the 





as a 
made 


ATES 


ttust-e of an inter vivos trust set up by 
him i: 1980, called the Lonach trust. The 
uit vas for a declaratory judgment as 
0 th. validity of certain clauses of the 
tust. The trust instrument contained no 
lower of revocation or amendment. It 
Moviied in substance that after the 
APRI:. 1957 


death of the donor and his wife the trust 
fund should be held for the benefit of his 
children and issue of any who had died, 
each child to receive an equal share of 
the income during his life. The share of 
any who died without leaving issue 
should be held in trust equally for the 
surviving children and the issue of any 
deceased child, taking per stirpes. If any 
child died leaving issue, his or her share 
should be held in trust for such issue and 
the income paid to them, per stirpes, un- 
til the trust terminated. At the expira- 
tion of twenty-one years after the death 
of the last survivor of the donor’s chil- 
dren the trust estate should be dis- 
tributed among such issue, per stirpes; 
and until then the trust estate should 
be held together and administered as one 
trust. 


The testator had died, but his wife 
was still living. He had five children, all 
born before 1930. Four of them were 
living, but the fifth predeceased him, 
leaving two children, both born after 
1930. The question at issue was whether 
or not the future interests in the trust 
were void because in violation of the 
rule against perpetuities. 


HELD: First, it was a proper case for 
a declaratory judgment. It was neces- 
sary for the executors, in view of the 
Federal estate tax, to have it absolutely 
determined whether or not the future 
interests in the trust belonged to the 
estate of the settlor. 


Second, the future interests did not 
violate the rule against perpetuities. 
While the time runs from the date of the 
instrument where the trust was irre- 
vocable, so that if the future interests 
had been to such members of a general 
class as were living twenty-one years 
after the death of the last survivor of 


the donor’s children, they would have 
been void because the last survivor might 
have been a child born after the creation 
of the trust, that was not the situation 
in this case. This case was not to be- 
construed as a gift to a general class, 
but as a gift of separate shares (See 
Newhall, Future Interests, § 44). The 
trust instrument set up a separate share 
for each child of the settlor and such 
child’s issue, with the devolution of each 
share dealt with separately from the 
other shares. No remainder interest in 
any share would vest later than the death 
of a child of the settlor, and as all the 
children were born before 1930, the re- 
mainders were valid. 


The court definitely adopted one rule 
which will clarify many situations. In the 
case of a revocable trust the period of 
the rule against perpetuities starts run- 
ning at the death of the settlor. 

The court also intimated that if the 
trust instrument had been executed after 
January 1, 1955, the interests would have 
been held valid under St. 1954 ¢. 641 
(G. L. 184A). 


PERPETUITIES — Limitation to Chil- 
dren of Bodily Heirs Invalid 


Kenitucky—Court of Appeals 
Taylor v. Dooley, 297 S.W. 2d 905. 


Testator, survived by his widow, a 
son, a daughter, and the daughter’s son, 
after making provision for his widow, 
gave to his son one-fourth of his per- 
sonal property and one-half of his real 
property, subject to the widow’s dower 
interest, and devised a life share in trust 
for his daughter’s benefit, limited as 
follows: “* * * for and during her nat- 
ural life, with remainder to the heirs of 
her body for and during their natural 
lives with remainder in fee to the chil- 
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dren of her bodily heirs * *.” Testator’s 
daughter and her son brought this action 
against testator’s son, seeking a declara- 
tion of their rights under the will. The 
after-born children of the daughter’s 
son intervened. 


Section 381.370 of the Kentucky Re- 
vised Statutes, providing that “the abso- 
lute power of alienation shall not be 
suspended * * * for a longer period than 
* * * lives in being * * * and twenty-one 
years, 10 months * * *,” has been held 
by the Kentucky court as an enactment 
of the common law rule against perpetu- 
ities. 

HELD: (1) The remainder to the 
children of the daughter’s bodily heirs— 
construed to mean the testator’s grand- 
children—was void since the remainder 
would vest at the death of all the daugh- 
ter’s children, a time possibly subsequent 
to the expiration of lives in being, 
twenty-one years and ten months; 
(2) the gift of life estates to the daugh- 
ter and to her bodily heirs and the gift 
to testator’s son were also void since to 
allow such gifts to take effect while hold- 
ing the remainder void as violative of 
the rule against perpetuities would re- 
sult in an unjust distribution when test- 
ator intended to make equal gifts to his 
daughter and her descendants and to 
his son; (3) the property attempted to 
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be given to testator’s daughter and her 
descendants and to his son passed by 
intestacy in equal shares to the daugh- 
ter and son; (4) the gift to the widow 
would be upheld as no unjust distribu- 
tion would result; and (5) the provision 
that the property passing to the daugh- 
ter be held in trust during her life is 
upheld as it was the testator’s intention 
to restrict the daughter’s interest. 


Powers — Limitations — Letter to 
Trustee Not Equivalent to Amend- 
ment 


Missouri—Supreme Court, Div. 1 


Mercantile Trust Co. v. Kilgen, 298 S.W. 2d 
387. 


Settlor created an inter vivos trust 
naming himself and his wife, or the sur- 
vivor, as life beneficiaries; his sons were 
the remaindermen. The power to revoke, 
alter, or amend the trust was expressly 
reserved to the settlor. Among the as- 
sets of the trust were notes made by the 
sons to the settlor. The trust provided 
in part: “as to each son of the grantor 
whose notes form part of the assets of 
the trust estate at the termination of 
this trust, it is hereby directed that his 
share of the trust estate if he be then 
living otherwise the share of the trust 
estate which would be transferable to 
him hereunder if then living, shall be 
charged with the sum total of his said 
We a es” 


Two days after the creation of the 
trust, the settlor wrote to the trustee 
regarding the past-due notes of one of 
the sons, a defendant here, “no interest 
has been paid on these notes since they 
were executed and I hereby request that 
you make no effort to collect either the 
principal or the interest on these notes.” 
After the death of both life tenants, the 
trustee filed this suit for instructions 
as to whether this letter amounted to 
an amendment of the trust agreement 
so as to entitle the son to his distributive 
share of the trust without being charged 
with the principal and accrued interest 
of the notes. 


HELD: The letter did not purport to 
amend the trust agreement. The letter 
merely directed the trustee to refrain 
from efforts to collect the notes during 
the term of the trust. On the termination 
of the trust the son’s share was to be 
charged with the amount of the notes 
plus interest according to the trust 
agreement. 


PoweErRs — Limitations — Whether 
Power to Revoke Trust Includes 
Power to Amend — Effect of Par- 
tial Revocation 


California—District Court of Appeal 
Heifetz v. Bank of America N. T. & S. A., 147 
A.C.A. 921 (Jan. 23, 1957). 
In 1925, plaintiff created a trust with 
predecessor bank. The net income was to 





be paid to the trustor or her daughter 
Suzanne, dependent on certain contin- 
gencies of age and survivorship. Suzanne 
was to take half the corpus and accumu- 
lated income at age 25 or on her mothe»’s 
death. The trust was to terminate en- 
tirely on Suzanne’s 35th birthday if the 
trustor was not then living, or upon the 
trustor’s death, later occurring. On ter- 
mination the trust estate was to go to 
Suzanne if living, or if she was deceased, 
then to her issue by right of representa- 
tion, and in the absence of issue, to the 
trustor’s mother, or her sister, or des- 
cendants of the latter; or in a certain 
event the trustor’s heirs at law exclusive 
of her husband. 


In paragraph 10 the right to with- 
draw any portion or all of the trust 
estate was reserved to the trustor. In 
paragraph 9 she reserved the right “to 
cancel and revoke this trust in whole 
or in part” by service of a notice on 
the trustee. 


In 1927 the trustor amended the trust 
to provide for paying income to Suzanne 
after the trustor’s death, and for dis- 
tributions of corpus to Suzanne at five- 
year intervals beginning at age 21, and 
that the trust should never be revoked 
as to $75,000 in value. The 1927 amend- 
ment also provided that the trust should 
terminate at Suzanne’s death if the trus- 
tor was not then living, the remainder 
to go to different persons and in a dif- 
ferent manner from that provided in 
the original declaration. 


In 1928, paragraph 9 of the trust was 
amended to provide for a right of re- 
vocation in part, but the trustor was 
prohibited from revoking the trust so as 
to reduce it below a value of less than 
$150,000. There never was as much as 
$150,000 in the trust. 


After the 1928 amendment, the trustor 
remarried and had two children. In 1953 
she gave notice of termination of the 
trust, stating that she had been advised 
by counsel that the amendments of 1927 
and 1928 were invalid. On the bank’s 
refusal to permit termination, she 
brought this suit. In 1954 she served a 
notice on the bank, revoking all provi- 
sions of the trust (as amended) pur- 
porting to provide benefits for anyone 
other than herself and Suzanne. Two 
days later she served a notice revoking 
the trust in its entirety. Her claim of 
termination was resisted by the trustee 
and by contingent and unborn remain- 
dermen, the latter classes appearing by 
guardians ad litem. 


The lower court held the 1927 and 
1928 amendments valid, and that the 
trustor could not revoke as to $150,100 
in value. 


HELD: Reversed. Counsel for all par- 
ties agreed that the power to revoke in 
whole or in part included the powe: to 
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amend, and that the 1927 and 1928 
amendments were valid. The court holds 
that this agreement, though persuasive, 
does not relieve the court of its duty 
to determine the question but concludes 
that the amendments were valid, from 


which it appears that the trust was 
made irrevocable to the extent of $75,- 


» 000 in 1927 and to the extent of $150,- 
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000 in 1928. The 1928 amendment was 
held to attach irrevocability to corpus to 


»a value of $150,000 or less but not to 


restrict the truster in her right of 


} amendment. It was held therefore that 


the change made in 1954 after this suit 
was brought whereby she revoked all 
provisions purporting to provide for 
payment of income or corpus to anybody 
but herself and her daughter Suzanne, 


| was effective, and a notice, joined in by 


the trustor and her daughter as sole 
beneficiaries, terminated the trust. 


NoTE: The 1928 amendment permitted 
revocation only in part, limiting that 
right to any surplus above $150,000. The 
amendment is given effect only as to 
what it permits, not as to what it for- 
bids. Gratefully acknowledging the 
court’s citation of his text book, the 
present writer is compelled to say that 
the result seems doubtful. 


REAL PROPERTY — Heir May Lease 


Real Property Without Consent of 
Executor 


Washington—Supreme Court 
Kerns v. Pickett, 149 Wash. Dec. 735. 


The decedent devised his community 
interest in farm land to his wife for life 
with remainders over to his children. 
After his death and before his will was 
probated, Mrs. Pickett leased a portion 
of the farm land to plaintiffs. This ac- 
tion was brought to restrain certain of 
the remaindermen, who also wanted to 
lease the property, from interfering 
with plaintiffs’ possession. The defend- 
ants appealed from a judgment uphold- 
ing the lease, contending that the lessor 
had no power to convey her life estate 
in a one-half undivided community inter- 
est without the express written approval 
of the executors. 


HELD: Affirmed. By statute the title 
to realty vests immediately in an heir. 
subject to the payment of debts and ex- 
penses and charges against the estate. 
The power of executors to control and 
manage decedent’s real estate exists for 
the protection of creditors and for the 
purpose of paying expenses and other 


proper charges. The power of an execu- 
tor to control and manage real property 
of 


ie estate is not necessarily inconsist- 
ent with the power of the devisee to en- 
tuber or convey his interest in the real 


prcperty of the estate. There was no evi- 
| de.ce that the estate was insolvent, or 

tha: the rights of creditors were in any 

wa: involved. 
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TAXATION — Estate & Inheritance — 
Deduction Allowed Non-resident 
Decedent’s Estate for Non-resident 
Charities 


Mississippi—Supreme Court 

Mississippi State Tax Commission v. Jennings, 

92 So. 2nd 361. 

T, a non-resident of Mississippi, died 
in 1953, leaving a gross estate, both with- 
in and without the State, of approxi- 
mately $2,200,000 of which approxi- 
mately $333,000 was situated within 
Mississippi. He bequeathed to six cousins 
$2,500 each; and to A, one acre of land 
in Illinois; and to his wife, an annuity 
of $40,000 per year, or in lieu thereof, 
at her election, the entire annual net 
income from his estate, and the balance 
of his estate he gave to religious, chari- 
table, etc. purposes. The widow elected 
to receive the income from the estate. 
No charitable beneficiary was located in 
Mississippi. 

The question was whether or not, un- 
der the Mississippi “inheritance” (actual- 
ly an estate tax) tax law the estate 
is entitled to a deduction on the Missis- 
sippi Inheritance Tax Return for the 
portion of the value of the charitable 
gifts contained in T’s will which the 
gross Mississippi estate bears to the 
entire gross estate. The lower court held 
that the estate was entitled to such a 
deduction, despite the contention of the 
State Tax Commission that the estate 
was not entitled to any charitable de- 
ductions because none of the gifts was 
to charities located in Mississippi. 

HELD: Affirmed. Under the law at the 
time of T’s death, the estate is entitled 
to the proportionate charitable deduction 
contended for by the executors. 

NOTE: Because of a_ subsequent 
amendment to the Mississippi Inheritance 
Tax Statutes, the position of the State 
Tax Commission will probably be up- 
held as to estates of non-residents dying 
after March 22, 1956. 


WILLs — Construction — Adoptees 
Not Included in Term “Children” 


California—District Court of Appeal 

Estate of Stanford, 147 A.C.A. 972 (Jan. 25, 

1957). 

Mrs. Stanford’s will created a trust, 
the income from part of which was to 
be paid to her niece, Jennie, and on her 
death the trust to cease “and the said 
one-third of the said one million dollars 
shall belong to and be delivered to the 
child or children of said Jennie.” There 
was an identical provision in favor of 
another niece, Amy, and her child or 
children. These provisions were carried 
into a decree of distribution in 1906. 


Jennie had one child, Daniel, who died 
in 1926 shortly before his mother died, 
bequeathing his interest in the Stanford 
estate to her. Her estate was held en- 
titled to this interest, contrary to the 
contention of Stanford University, the 


residuary legatee. This holding was held 
not determinative of the precisely simi- 
lar question arising on later death (date 
not given) of Amy. 


Amy had one child, Walter, who died 
in 1918 before his mother, making ap- 
pellant Ruth Barton his sole heir. After 
Walter’s death, his mother Amy adopted 
three children. Appellant Ruth Barton 
contended that the interest of Walter 
was vested in him and that upon his 
death it passed to her. 


HELD: (1) The language of the de- 
cree of distribution connotes future ac- 
tion; there was no vesting in Amy’s 
child or children, and Stanford Univers- 
ity, the devisee named in default of other 
takers, took this share of the estate. 


HELD: (2) The language “child or 
children” of Amy did not include adopted 
children. When testatrix died, she knew 
that Amy had one child, and there were 
no adopted children in the family of 
either of her nieces; there was no am- 
biguity as to the meaning of child or 
children, and adoptees were not included. 


WILLs — Construction — Class Gift 
Where Members are Named — 
Disposition of Lapsed Residuary 
Bequest 


Illinois—Supreme Court 
Schroeder v. Benz, 9 Ill. 2d 589. 


The testator’s will left the residue to 
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“my Brothers and Sisters, I, M, A, L 
and to the children of my Deceased 
Brother, H, who are as follows: (J, R, 
D) and E and K.” E, who was not re- 
lated to the testator, predeceased her, 
so that the gift to E lapsed. This was a 
construction suit to determine whether 
the children of H took individually or as 
a class and whether E’s share passed to 
the other residuary legatees or by in- 
testacy. 


HELD: H’s children take as a class 
in spite of being named individually be- 
cause they are designated as a class, 
and also because this construction ac- 
complishes a per stirpes distribution. In 
holding that E’s share passed to the 
other residuary legatees, the court over- 
ruled prior cases to the contrary, on the 
ground that the former rule tended to 
frustrate the testator’s intention and did 
not follow the general presumption 
against intestacy. 


WILLs — Construction — Bequest of 
Residuary Estate to Brother who 
Survived Testatrix Included Vest- 
ed Remainder Owned by Testatrix 
Even Though Both Testatrix and 
Brother Predeceased Life Tenant 

United States Court of Appeals, 
District of Columbia Circuit 
Bank of Galesburg v. Waters, 240 F. 2d 31. 


Testatrix bequeathed to her niece 
furniture, jewelry, clothing and all other 
personal property except money, and to 
her brother all of the residue of her 
estate. In the event the brother did not 
survive testatrix the residue was _ be- 
queathed to the niece. At the time of 
her death, testatrix had a vested re- 
mainder in a portion of the estate of a 
deceased uncle subject to a life estate 
in the widow of the uncle. The probate 
proceedings on the testatrix’ estate made 
no disposition of the remainder interest 
and upon the death of the life tenant, the 
testatrix’ estate was re-opened in order 
to dispose of the vested interest. Both 
the niece and the brother survived the 
testatrix but died prior to the death 
of the life tenant of the uncle’s estate. 

The estate of the niece claimed the 
vested remainder contending (1) that 
the remainder interest was personalty 
and therefore includible in the bequest 
to her, and (2) that the brother’s estate 
was not entitled to the vested remainder 
by reason of the fact that his death pre- 
vented him from personally taking and 
therefore the limitation over in favor 
of the niece took effect. 


The brother’s estate claimed that the 
bequest of the personal property to the 
niece included only tangible personal 
property and the remainder interest 
vested indefeasibly in the brother when 
he survived the testatrix. 


The District Court held in favor of the 
brother’s estate and the administrator 
of the niece’s estate appealed. 
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HELD: Affirmed. The will showed a 
pattern of disposition of the tangible 
personal property to the niece and all 
other property, including the remainder 
interest, passed under the residuary 
clause to the brother. It was evident 
from the will that the testatrix intended 
her brother to be the sole residuary lega- 
tee unless he failed to survive her and 
having survived her it was not necessary 
that he survive the intervening life 
estate in favor of the uncle’s widow. 


WILLS — Construction “Issue” 
Does Not Include Adopted Child 


New Jersey—Supreme Court 
In re Wehrhane’s Estate, 128 A. 2d 681. 


Decedent executed her will in 1925. 
She died two months later, leaving her 
husband and daughter surviving. Resi- 
due of estate was left in trust with in- 
come payable to husband for life. then 
daughter for life, and upon death of 


daughter, principal was to be paid to 
issue of daughter per stirpes. Should 
daughter leave no _ issue’ surviving, 


principal was divisable between daugh- 
ter’s husband, second cousin of testatrix, 
and six charitable institutions. Daughter 
had no children. Six years. after 
mother’s death, she adopted eight-year 
old son. He now claims to be entitled to 
trust corpus upon daughter’s death as 
her “issue.” 





HELD: In absence of clearly indic:ted 
intent in will at time of testator’s death, 
bequest to “child,” “children” or “issue” 
of another is presumed not to inciide 
adopted child or children. Statutory ‘aw 
at that time concerning effect of decree 
of adoption upon rights of inheritance 
provided that adopted child shall not be 
capable of taking property expressly 
limited to “heirs of the body” of adopt 
ing parents. There being no strong cir.f 
cumstances to indicate that testator in- 
tended to include adopted child, it is 
concluded that “issue” did not include 
adopted son. 
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WILLs — Probate — Duty of Attor- 
ney to Return Revoked Will to 
Testatrix 







Nebraska—Supreme Court 
In re Evans’ Estate, 80 N.W. 2d 127. 

Will was offered for probate, together 
with a revocation of the same. The re. 
vocation was made while the testatrix 
was competent and the jury found there 
was no undue influence affecting the re- 
voking will. The testatrix had repeated- 
ly demanded that the attorney who 
drafted the first will deliver it to her. 
The attorney refused, saying he must 
protect rights of beneficiaries thereunder. 

HELD: The attorney was attorney for 
the testatrix and was without any obli- 
gation to protect the rights of other 
persons. 
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His 3R's rate higher with attorneys 
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The Connecticut General man’s 3R’s are Research, 
Remedy and Review. They rate higher with the 
attorneys who know from experience how valuable 
they can be. 


Research notes a CG man prepares for vour client 
pave the way for a step by step analysis of his prob- 
lems. Every asset is listed and expertly evaluated. 
Sound re-arrangement of some assets is recommended 
to make them more productive in terms of his goals. 


Remedy for your client’s specific problems is the 
resulting plan, a series of logical conclusions reached 
through this research. This is brought to. you for... 


Review. Here you consider the plan as a whole 
carefully, the better to counsel your client. 


The CG man’s R’s are quite different from the usual 
three. But in their very difference lies the reason for 
the higher rating many attorneys accord them. 
Connecticut General Life Insurance Company, 
Hartford 15, Connecticut. 
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